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CURTAIN RISES ON THE “NEW DEAL” 


SALUTARY RESULTS FROM EMERGENCY BANKING ACT 


HE nation has been profoundly 
stirred by the dynamic and swift 


march of events, beginning with 
accents of bold leadership in the 
broadcasting of President Roosevelt’s in- 
augural address, the summons of the 
Democratic Congress into extraordinary 
session, the forceful handling of the banking 
crisis by the declaration of a national bank- 
ing moratorium, the rapid-fire succession of 
executive proclamations and the speed with 
which the curtain rolled up on the ‘““New 
Deal” at Washington. It was suggestive of 
the martial days when Uncle Sam entered 
the World War. Through it all there may 
be sensed the kindling of new hopes and a 
conviction that, after traveling the path of 
Gethsemane the American people are fairly 
embarked upon the high road of recovery. 
Unquestionably, there has been kindled 
throughout the land a more robust spirit of 
unity and wholesome acceptance of realities, 
yielding to feelings of common responsibility 
and interdependence. It echoes the confi- 
dent words of the President “‘that this great 
nation will endure as it has endured, will 
revive and prosper.” Indeed this emergency 
appeared more like an emergence upon solid 
ground, bringing with it a determination to 
cast off sickly habits of mind and unite in 
retrieving true economic and social values. 
For a certainty the ‘““New Deal’ implies 
more vigorous action in dealing with 
depression. 
The banking emergency act, enlisting the 


prompt cooperation of state banking and 
legislative authorities, has swept away en- 
tanglements and cleared the ground for 
more direct approach to the banking situa- 
tion. Reaction thus far to the banking 
moratorium, despite temporary inconveni- 
ences to which the public submitted with 
cheerful temper, have resulted in a more 
confident attitude on the part of the deposit- 
ing public. This is reflected in increased 
deposits, advances in the money market 
and movements of currency and circulation 
indicated in Federal Reserve statements. 
One salutary influence was the prohibition 
against gold exports and restrictions on 
foreign exchange operations. This had the 
effect of guarding against attacks on the 
gold standard and dollar exchange. 

Both the security markets and. general 
business appear to have derived stimulus at 
the close of the banking “holiday.” Evi- 
dences are not lacking that headway is 
being made against the greatest of all 
obstacles to recovery and to which President 
Roosevelt alluded when he said: “The ozly 
thing we have to fear is fear—nameless, un- 
reasoning, unjustified terror which paralyzes 
needed effort to convert retreat into advance.” 

The emergency banking act must be 
appraised as something more than an emer- 
gency measure. It is regarded in Washing- 
ton as a basis for constructive and per- 
manent banking reform. Through licensing 
it has given a more definite status to sound 
banks. It provides the machinery whereby 
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conservators may proceed in an orderly 
manner to reorganize banks by means of re- 
capitalization and issuance of preferred 
stock, with participation by the Recon- 
struction Finance Corporation, in manner 
similar to the organization of a new national 
bank in Detroit, acquiring the more liquid 
assets of the First National and the Guard- 
ian National and assuming part of deposit 
liabilities. The new currency issued under 
the provisions of the emergency banking 
act in the form of Reserve notes secured by 
government bonds and other acceptable col- 
lateral, may be accepted as an effective 
rebuke to inflationists. Rather tardily Con- 
gress enacted a bill giving non-member 
banks the same rights as member institu- 
tions to borrow or rediscount directly from 
Federal Reserve. 


Although not of the Mussolini or Hitler 
brand, the President has acquired a role 
which is virtually one of dictatorship and 
which, with an obedient Congress, has en- 
abled him to force through legislation of a 
highly constructive character. The most 


important measure enacted is the Economy 
Bill which is expected to affect a saving of 


more than $500,000,000 in federal expenses, 
mainly by cutting down veterans’ allow- 
ances and government salaries. This, to- 
gether with anticipated revenues from the 
legalization of beer, gives renewed assurance 
of balancing the federal budget. Preserving 
the credit of the government is highly essen- 
tial in the face of a threatening deficit of 
$1,200,000,000 for the present fiscal year 
and an accumulated deficit of over five 
billions of dollars. 


Measures urged by the President and on 
the way for early launching include the 
farm relief bill designed to increase the pur- 
chasing power of farmers by restoring the 
balance between production and consump- 
tion with broad powers given to the Secre- 
tary of Agriculture. Another bill provides 
for unemployment relief by placing 250,000 
men to work on public construction, re- 
forestation, flood control and grants to 
states. It is the expressed plan of the Presi- 
dent to keep Congress in session in order to 
enact banking and currency reform, rail- 
road coordination, supervision and publicity 
for stock exchanges to protect investors and 
legislation to ease foreclosure on farm and 
small home debtors. 
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EMERGENCY STIMULATES 
DEMAND FOR BANKING 
REFORM LEGISLATION 


MERICANS have an insatiable appe- 
tite for new laws to cure every imag- 

inable ill. Reform legislation is most 
apt to be abortive if attempted at a time 
when lawmakers and the public are in a 
mood highly flavored by prejudice and 
hardly calculated to the exercise of deliber- 
ate judgment. This is emphatically true 
when dealing with delicate machinery of 
banking, currency and credit. In the effort 
to strike at weaknesses in the banking and 
currency systems, such as disclosed by the 
banking moratoria, there is danger of in- 
terfering with legitimate functions. 


Congress is ‘raring’ to grapple with bank- 
ing reform. President Roosevelt has char- 
acterized the emergency banking act as 
the first step in the government’s program 
of financial and economic reconstruction. 
In his inaugural] address he said: ‘There 
must be strict supervision of all banking 
and credits and investments; there must 
be an end to speculation with other people’s 
money and there must be provision for an 
adequate but sound currency.” 

The Glass bill, passed by the Senate last 
session, but defeated in the House, has been 
re-introduced. In substance it provides for 
state-wide branch banking; divorce of secu- 
rity affiliates from commercial banking with 
time limit reduced in the latest bill from five 
to two years; provisions to prevent Federal 
Reserve credit from being diverted into 
speculative channels; limiting dealings of 
member banks in securities; placing hold- 
ing and group banking under supervision; 
increasing minimum capital requirements 
and authorizing removal of officers and 
directors who persist in violations. 

Unquestionably the recent banking crisis 
has stimulated demand for constructive 
banking reform. Bankers themselves recog- 
nize this demand and are eager to bring 
about stabilization and correction of abuses 
insofar as that is possible through legisla- 
tion. There exists, however, strong conflict 
of sentiment to such proposals as extending 
branch banking, deposit guarantee schemes 
and abolition, as against supervision, of se- 
curity affiliates. President Roosevelt. and 
Senator Glass are said to be unsympathetic 
to deposit insurance or guarantee. 
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TRUST BUSINESS AND THE 
BANKING CRISIS 


HIS supreme crisis in banking affairs 
ia cannot fail to inspire all those en- 

gaged in trust work with a more 
zealous faith in the future of their calling. 
It should serve to strengthen confidence in 
the inherent stability of trust administra- 
tion, on the part of a discriminating public. 
Trust service emerges from this severe ex- 
perience with integrity unimpaired and con- 
servatism vindicated. It is acquitted from 
any evidence of impeachment or lapse of 
duty in management. While banking opera- 
tions were suspended the trust departments 
have continued to perform normal functions 
under government decree. Most important 
is that protective safeguards surrounding 
trust management have not been invaded 
where banks are conducted under emer- 
gency restrictions or placed in the hands of 
conservators for either reorganization or 
eventual liquidation of banking liabilities. 


Official reliance upon trust management 
was expressed in a ruling of the Secretary of 
the Treasury. It permits any bank or trust 
company lawfully engaged in the perform- 
ance of fiduciary powers, to continue busi- 
ness in the usual manner, “provided, that in 
the conduct of said business, except as may 
be permitted by other regulations of the 
Secretary of the Treasury, such banking 
institution shall not pay out or permit the 
withdrawal of coin or currency nor with- 
draw any trust or fiduciary funds on deposit 
with any other department of the bank.” 
Subsequent rulings further relaxed these 
restrictions so that trust clients or benefi- 
ciaries have been exposed to little if any in- 
convenience by the banking moratorium. 

Two things are emphasized by this bank- 
ing crisis. One is that trust business is 
bound to become more segregated and in- 
dependent of banking and other functions. 
It teaches the urgent need for more drastic 
statutory restrictions on use of “‘trust com- 
pany” title and exercise of trust responsibil- 
ity. Another lesson is that it becomes more 
than ever a prime duty to concentrate trust 
service in salvaging of impaired estates and 
broadening the social values of trusteeship. 
Petty jealousies should be swept aside. 
Wealth must be regarded more and more 
in the light of stewardship to benefit 
mankind and social advance. 
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THE FORGOTTEN BANKER 


HE air is charged with indiscriminate 
invective against bankers as ‘“‘un- 
scrupulous money changers.” Scarce- 
ly a good word is heard in behalf of the great 
body of American bankers who have dis- 
charged their duties with unfaltering in- 
tegrity. They have not only guided safely 
the affairs of their own institutions through 
perilous waters but have labored without 
stint to enable business, industry and com- 
merce to “carry on” through the depres- 
sion. 

Doubtless President Roosevelt’s indict- 
ment against unscrupulous bankers and 
“money changers”’ who have fled from their 
high seats, meets with popular response. It 
would have been gracious, however, if his 
message had included a just word for the 
great majority of bankers who have. faith- 
fully served the interests of their own clients 
and their communities. 

Bankers, as a class, have been true to 
their profession and responsibilities. Since 
the close of the banking holiday, 15,600 of 
the approximately 19,290 banking institu- 
tions have been licensed to reopen and hav- 
ing custody of 38 billions out of the aggre- 
gate of 43 billion deposits. Among the banks 
operating under restrictions or in the hands 
of conservators, there are many which have 
been the victims of abnormal pressure and 
senseless public hysteria. 


Courtesy of the N. Y. Times 
FRANKLIN DELANO ROOSEVELT—MAGICIAN 
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DISTINGUISHED LAWYERS AS 
WILL WRITERS 


“The testator was a distinguished 
lawyer of long experience in wills and 
estates. His own will, like that of Samuel 
J. Tilden and other eminent lawyers, has 
not escaped the doubts of interpretation 
and the hazards of litigation.” 


ITH these words, Surrogate James A. 
Foley of New York, summed up a 
recent decision in which he voided a 
bequest of $100,000 in trust made in the will 
of Robert Weeks de Forest, one of the most 
able members of the New York Bar. The 
bequest in question was intended by the 
testator to go to the Adirondack Mountain 
Reserve for “the purpose of preserving the 
forests, lakes and mountains of the Upper 
Ausable Valley in their wild and natural 
condition.” Surrogate Foley set aside this 
bequest on the ground that the Adirondack 
Mountain Reserve is a private enterprise 
and business corporation for private enjoy- 
ment and therefore destroys the bequest as 
of charitable character. Other provisions in 
the de Forest will are matters of dispute 
because of lack of clarity in distribution of 
property. Appraisals of the de Forest estate 
show that since he died in May, 1931, the 
market value of securities and property 
assets, including claims has reduced value 
of net estate from $4,416,206 to about 
$164,000. The will provided for specific 
bequests of $1,700,000. 

The court records are heavily freighted 
with countless examples of a similar charac- 
ter and where, to paraphrase Robert Burns’s 
familiar lines: 

“The best laid schemes 0’ mice and 
‘lawyers’ 
Gang aft a-gley.” 

The lesson to be derived from the long 
line of mishaps to wills written by eminent 
members of the bar and also of the judiciary 
in the history of testamentary composition, 
is that legal erudition alone does not suffice 
to write a will that is proof against litigation 
or misconstruction. It proves that the best 
results are to be obtained when the lawyer 
and the experienced trust officer lay their 
heads together, the former to contribute his 
wisdom in legal technique, the latter to 
throw on the light of his experience in actual 
administration in encountering innumer- 
able contingencies. 
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LAWYERS RENEW ATTACK ON 
TRUST COMPANIES 


HE present confused state of public 
mind is one receptive to innuendo and 
malicious attack calculated to pro- 
voke distrust, especially against any type of 
financial organization. This is added reason 
for those engaged in the performance of 
fiduciary service to vigorously combat 
acrimonious legislation or statements direct- 
ed against the integrity or good faith of 
trust service. A sample of such offensive, 
and obviously timed to the present public 
mood, is the renewal of certain elements in 
the New York legal profession to secure 
legislation at Albany which would imperil 
the statutory rights and essential services 
performed by trust companies and banks as 
trustee, executor, administrator, receiver 
and in other fiduciary capacities. 

The mischievous activities of self-seeking 
lawyers, solely obsessed with greed for gain 
regardless of the best public interests, has 
manifested itself in various ways. Such 
propaganda is in defiance of the harmoni- 
ous labors of the committee of the American 
Bar Association and of trust company or- 
ganizations, reflecting the sensible attitude 
of corporate fiduciaries and of members of 
the legal profession who have a true regard 
for the ethics of their vocation. One of these 
attacks comes from Albany where bills have 
been introduced and reported from commit- 
tee on codes which would prohibit any bank- 
ing institution, trust company, insurance 
company or title company from “holding 
itself out to the public as entitled to render 
or furnish legal services, or to advertise that 
it may act as executor, administrator, 
guardian, committee or trustee of any 
estate.” 

Another overt attack comes in the form 
of anonymous notices published in the daily 
newspapers asking for information as to any 
bank or trust company which has drawn 
trust instruments or wills gratis or had such 
instruments drawn by a member of its own 
staff. The unfairness of such underhand 
insinuation is clearly evident when it is 
understood that all trust companies and 
banks of New York religiously observe a 
code which pledges them not to write wills 
or trust instruments and to refer all such 
tasks to competent attorneys. Of a similar 
yellow color is a test suit recently brought in 
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the Supreme Court in Queens by Herman 
Wollitzer to restrain title and mortgage 
companies in New York from alleged illegal 
practice of law. Such assault ignores what 
would happen if the highly organized plants 
for title search and guarantee of mortgages 
and bonds should be unscrambled and the 
business left thrust into the grasping 
hands of incompetent and unscrupulous 
lawyers. 

In this connection it is worthy of note that 
the “Emergency Bankruptcy Bill” as passed 
by the last Congress and signed shortly 
before President Hoover relinquished his 
office, deleted the provision which would 
have prohibited trust companies from act- 
ing as receivers in bankruptcy and substitut- 
ing only ‘“‘natural persons.’’ This was aimed 
primarily at the Irving Trust Company of 
New York, which has been accredited as 
receiver by the federal bench. Failing in 
Washington there is likelihood that this 
fight will be resumed at Albany. 


ooo 


PREDATORY LEGISLATION 


HE New York Herald Tribune reflects 
dominant public sentiment in re- 

senting attempts at unwarranted 
legislative restrictions on the fiduciary func- 
tions of banks and trust companies in an 
editorial appearing March 20th entitled 
“Predatory Legislation’ from which we 
quote as follows: 

“To judge from a series of preposterous 
bills introduced in the Assembly at Albany, a 
certain type of lawyer in this city is developing 
a wolfish hunger. One of these bills, introduced 
by Assemblyman Moran, of Brooklyn, would 
forbid “any corporation, voluntary associa- 
tion, bank, trust company, title company or 
insurance company” to advertise its services as 
legal advisor or as estate executor, guardian or 
trustee. 


“It is hardly necessary to point out that 
these gentlemen are lawyers or that they are 
seeking to use the legislative machinery of the 
state to line the pockets of their profession 
against the public interest. In the matter of 
trusteeships it is arguable, perhaps, that since 
the individual lawyer is debarred by his pro- 
fessional code from advertising he is at a dis- 
advantage in competition with fiduciary insti- 
tutions, but it is hardly arguable that the 
latter have not proved their right to preferment 
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in this field. And, having proved this right 
through their greater responsibility (certainly 
as compared with the less scrupulous element 
among lawyers), through their greater re- 
sources and more dependable financial judg- 
ment, it is owing to society that they publish 
the fact. Any attempt to cripple them in this 
respect is a blow aimed directly at the widows 
and orphans of the community. 


“These bills deserve immediate oblivion. 
Their serious consideration in either house at 
Albany should be the signal for a popular pro- 
test which will let our lawyer legislators know 
that they represent the public, not the legal 
profession.” 
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IMPERATIVE NEED OF REVISING 
WILLS 


ITH increasing frequency the probate 
records and appraisal of estate values 
reveal the sad consequences to de- 
pendant members of the family and near 
relatives where makers of wills have failed 
to revise the terms of their wills in view of 
drastic depreciation in the value of estate 
assets within the past three years. This is 
especially true where the will provides for 
stated bequests and gifts which leave little 
or nothing for residuary heirs. There are 
frequent instances of late where estate im- 
pairment has left nothing for members of 
the family or those most dear to the testator 
because of fixed bequests and failure to 
revise the will in the light of drastic decline 
in values. 


A notable instance is afforded by the 
recent probate of the will of the late Mayor 
Anton J. Cermak of Chicago, the victim of 
an assassin’s bullet at Miami which was 
intended for President Roosevelt. He left a 
will executed in 1929 before the market 
crash and evidently not revised since that 
time. Appraisal shows an evident shrinkage 
in the value of the estate from $700,000 to 
$250,000. The Cermak will provides for a 
number of specific bequests made at a time 
when the estate was nearly three times the 
value at the death of Mayor Cermak. Pay- 
ment of bequests and charitable gifts cuts 
very severely into the amount of residue 
available for direct relatives and members of 
the family. The residue of the estate is left 
in trust with the Lawndale National Bank 
of which Mayor Cermak was an official. 
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INVIOLABILITY OF CONTRACTS 
AND TRUSTEE OBLIGATIONS 


RUST companies have a very vital 
interest at this time, and in common 

with life insurance companies, savings 
banks and all corporate as well as individual 
trustees and executors, to resist ill-advised 
legislation which threatens invasion of the 
inviolable character of fiduciary contracts 
and the legal status of debtor and creditor 
relationship, especially governing mortgaged 
properties. The issue is a live one because 
of the cry for both federal and state legisla- 
tion to. declare mortgage moratoria, and 
scaling down of principal sums. Such relief 
measures for debtors might discriminate 
between legal rights of mortgagor and 
mortgagee or the obligations of the trustee 
toward his cestui que trust in preserving the 
corpus of trust estates. The constitution of 
the United States as well as common law 
provide that no law shall impair the validity 
of contracts duly entered into. The danger 
arises from strong emergency pressure for 
legislation in behalf of hard-pressed owners 
of mortgaged homes and farm properties 
and where lawmakers are apt to lose sight 
of the law of contract. To destroy or weaken 
the binding effect of contracts governing 
obligations would constitute a serious blow 
to the entire economic structure. 


Preserving the sacred character of con- 
tract does not imply a hard and fast rule 
of enforcement against distressed debtors. 
Life insurance companies, trust companies 
and other institutional holders of mortgage 
securities are observing a policy of leniency 
toward debtors. They have labored diligent- 


ly to prevent foreclosure, financing taxes, 


reducing or deferring interest, principal pay- 
ments and maturities. Instead of taking 
over properties the rule has been to pre- 
serve equities and ownership. While it is 
recognized that well-considered legislation 
is necessary to meet the present emergency, 
there should be no sweeping laws favoring 
one class against the other. Such laws 
should be sufficiently elastic to leave cred- 
itors, free to deal directly with each case 
on its individual merits. 

The necessity of preserving the sanctity 
of contracts is set forth in a statement by 
Edward D. Duffield, president, Prudential 
Life Insurance Company, which is repro- 
duced in this issue of Trust COMPANIES. 
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MOBILIZING COMMERCIAL 
BANKING IN FEDERAL 
RESERVE 


OORDINATED federal and _ state 
legislation to compel all non-member 
commercial banks to qualify and 
become members of the Federal Reserve 
System. That is the proposal which is being 
vigorously advocated as a direct approach 
to genuine banking reform. It is asserted 
that such plan will preserve the state bank- 
ing system, will protect unit banking and at 
the same time mobilize all commercial bank- 
ing resources under joint Federal Reserve 
and state banking supervision. It is argued 
that such a course is far more acceptable 
than that of attempting to abolish the state 
banking system by forcing all commercial 
banks to acquire national charters and sub- 
mit to an oligarchy of control at Washing- 
ton with its palpable dangers of political 
interference or domination. Meritorious as 
the proposition appears at first sight it 
nevertheless leaves unsolved the problem of 
servicing small towns and rural communities 
which cannot sustain banks of required 
capital in the absence of branch banking 
facilities. 
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MORATORIUM BY-PRODUCTS 


HE banking emergency act has yielded 
some fruitful by-products. It has 

swamped the office of the Comptroller 
of the Currency with scores of applications 
from non-member banks which have 
glimpsed the light as to the benefits to be 
derived from membership in the Federal 
Reserve System.  Reorganizations and 
mergers now in progress are also bound to 
increase Federal Reserve membership. The 
emergency has likewise stimulated the 
organization of clearing house associations 
and enlivened the functions of county bank- 
ing organizations. State legislatures have 
been roused into sudden action and there is 
unusual zeal in grinding out new banking 
codes, strengthening supervision and raising 
the standards for existing and new banks. 
There is also evidence of a breaking down of 
the resistance to branch banking in many 
states. Incidentally the government edicts 
against hoarding have fortified Federal Re- 
serve Banks with recovery of over $400,- 
000,000 in gold and gold certificates, within 
the past two weeks. 
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INTERPRETING TRUST INVEST- 
MENT LIABILITY 


HE fairness of the judiciary in inter- 
preting the liabilities of trustees in 

regard to investments under prevail- 
ing chaotic conditions, is sustained by a suc- 
cession of recent cases. The disposition of 
the courts is to rely upon some of the old 
fundamentals of trustee investments and to 
apply those rules in a liberal manner where 
trustees have clearly exercised their best 
judgment in protecting estates. 

In the recent case of Watson, 145 Misc. 
(N. Y.) 425, the surrogate instructed a 
trustee as to his right to hold corporate 
stock as a permanent investment. The 
surrogate said: 


“There is no advantage to an estate to 
arbitrarily, even under statute, deplete the 
estate. The trustees should have such time as 
good sound judgment may require to protect 
the estate against the sale of sound securities 
in a market that is of common knowledge 
depressed . . I like the rule laid down 
in Matter of Weston (91 N. Y. 502), where 
the court says: ‘Where no modifying facts 
are shown to shorten or lengthen the reasonable 
time, the period of eighteen months may serve 
as a just standard,’ although it was also held 
that ‘While such period furnishes a convenient 
guide where no special circumstances exist, 
it must, after all not be taken as a fixed or 
arbitrary standard. The test must remain, the 
diligence and prudence of prudent and 
intelligent men in the management of their 
own affairs.’ ”’ 

In Matter of Rosenberg, 88 N. Y. Law 
Journal, 2382, the question was as to the 
duty of a trustee to sell real estate. Appar- 
ently the general plan of the testator was 
that the real property should be sold after 
the death of his widow and the fund paid 
to beneficiaries. The power was imperative 
and was to be exercised as speedily as the 
true value of the real estate could be 
realized. The trustee, realizing that under 
present conditions, it would be impossible 
to sell the real estate for anything near a 
normal reasonable value, applied to the 
surrogate for instructions. 

The surrogate decided that by reason of 
the present period of depression the case 
was an exceptional one and that since the 
property could not now be sold for more 
than a small proportion of its real value, 
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it was for the best interests for all concerned 
to defer the sale to a future time when a 
market could be found for the real estate; 
the surrogate directed that the sale of the 
real property be suspended until such time 
as there is a market for the property, and 
that the property should not be sold until 
such time and until an appraisal by com- 
petent real estate experts. 
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TRIBUTE TO LIFE INSURANCE 


URING the year 1932 the life insur- 
1) ance companies of the United States 

distributed to policyholders and ben- 
eficiaries the unprededented sum of $3,100,- 
000,000, exclusive of substantial advances 
to policyholders in the form of loans. In 
1931 the payments to _ policyholders 
amounted to $2,600,000,000. To compre- 
hend these huge sums is to appreciate the 
extent to which life insurance payments 
contributed to the relief of individuals and 
beneficiaries, suffering from distress and the 
hardships of depression. In many cases such 
income has been the last resource of 
individuals. 

Notable also is the fact that during the 
past three years of depression, life insurance 
company assets have increased approxi- 
mately $3,000,000,000 to a total of $20,- 
750,090,000. This includes the legal reserve 
necessary to mature outstanding insurance 
obligations exceeding $100,000,000,000. It 
is estimated that this insurance, including 
the ordinary and weekly premium branches, 
covers the lives of 65 million people. Above 
legal reserves, these assets include a sub- 
stantial surplus reserved for emergencies. 
This is one of the important facts which has 
enabled the companies to stand up firm and 
financially resourceful during the period of 
this depression. 

Although new life insurance written by 
agents during the past year was about 15 per 
cent less than the previous year, the detailed 
figures show that life insurance companies, 
as a whole, are issuing relatively more in- 
dividual policies and while averaging smaller 
amounts, evidencing increasing popular 
faith in life insurance. With its accumulated 
reserves, life insurance has proved an im- 
pregnable bulwark in time of unprecedented 
economic distress. Insurance and trust 
companies should now cooperate effectively 
in planning and protecting estates. 
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ALDRICH FORMULA FOR BANK- 
ING REVISION 


ALL STREET is accustomed to dras- 
tric proposals for banking reform 

coming from Washington, but it was 
hardly prepared for legislative prescriptions 
and bills of financial divorcement which 
came unheralded recently in the form of a 
statement from no less a distinguished 
member of the banking fraternity than 
Winthrop W. Aldrich, chairman of the 
governing board of the Chase National 
Bank, the largest bank in the United States. 
Various interpretations were placed upon 
the unqualified recommendations in this 
statement for rigid separation of commer- 
cial banking from practically all types of 
investment, underwriting and speculative 
operations and the concentration of all 
commercial banks under the aegis of the 
Federal Reserve System. 


After commending the National City 
Bank in taking steps to divorce its security 
affiliate, the National City Company, and 
announcing that the directors of the Chase 
National Bank were at work upon similar 
severance of connection with its security 
affiliate, Mr. Aldrich set forth his platform 
for banking reform in the following cate- 
gorical terms: 

“T am entirely in sympathy with the 
divorcing by law of security affiliates from 
commercial banks. I do not think, how- 
ever, that the Glass bill goes sufficiently far 
in separating the business of commercial 
banking from that of dealing in securities. 
To separate commercial banks from their 
security affiliates is only half the problem. 

“The following additional steps should 
ultimately be taken: 


“(1) No corporation or partnership should 
be permitted to take deposits unless such 
corporation or partnership is subjected to 
the same regulations and required to pub- 
lish the same statements as are commercial 
banks. 


(2) No corporation or partnership deal- 
ing in securities should be permitted to take 
deposits even under regulation. 


“(3) No officer or director, nor any mem- 
ber of any partnership dealing in securities, 
should be permitted to be an officer or 
director of any commercial bank or bank 
taking deposits, and no officer or director of 
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any commercial bank or banks taking de- 
posits should be permitted to be an officer or 
director of any corporation, or a partner 
in any partnership, engaged in the business 
of dealing in securities. 

(4) The boards of directors of com- 
mercial banks should be limited in number 
by statute so as to be sufficiently small to 
enable the members to be actually cognizant 
of the affairs of their banks and in a posi- 
tion really to discharge their responsibility 
to stockholders, depositors and the business 
community. 

“The spirit of speculation should be 
eradicated from the management of com- 
mercial banks, and commercial banks should 
not be permitted to underwrite securities 
except securities of the United States Gov- 
ernment and of States, territories, munici- 
palities, and certain other public bodies 
in the United States. 

“The Federal Reserve System was 
founded for the purpose of serving the gov- 
ernmental and commercial life of the coun- 
try. I think that all commercial banks 
should be members of the system, and that 
their management should be actuated solely 
by the desire to carry out such purposes in 
a sound and conservative manner. In my 
opinion, not until the reforms above men- 
tioned have been put into effect will this 
result be obtained.” 

REFUNDING TREASURY’S SHORT 
TERM DEBTS 


fe miliE new Secretary of the Treasury, 
+ William H. Woodin, is expected to 
"= introduce sweeping changes in Treas- 
ury policy of funding short-term obligations 
and placing greater reliance upon popular 
subscription to government obligations 
rather than on allotments to banks. It is 
understood that Secretary Woodin plans to 
issue Treasury bonds in denominations as 
low as $20 and $50 with attractive rates, in 
order to appeal to small as well as larger 
private investors. This plan is reminiscent 
of the Liberty Loan drives which would 
make individuals rather than banks the 
principal creditors of the government. By 
this means it is also anticipated that govern- 
ment obligations will be established upon a 
more permanent basis, avoiding the con- 
stant demands for refunding of short-term 
debts. 
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MID-WINTER TRUST CONFER- 
ENCE 


PN concitions assembling under unusual 
conditions and on the eve of the 
nationwide suspension of normal 
banking functions, the fourteenth Mid- 
Winter Trust Conference held recently 
in New York under the auspices of the Trust 
Division of the American Bankers Associa- 
tion, was conducted in an atmosphere of 
calm assurance and confidence. This can 
only be attributed to an abiding faith 
that the structure of trusteeship emerges 
from this crisis, not only unimpaired, but 
acquiring broader scope of helpfulness. If 
there was one note that sounded more pro- 
nounced than any other during the course 
of the conference, it was the common con- 
viction that modern trust administration 
has both the elasticity as well as the endur- 
ing foundation, which will assuredly meas- 
ure up to new elements of service in the 
social and economic life of the nation. 


The addresses and discussions at the con- 
ference betrayed no evidence of uncertainty 
that trust business will come through this 
national reverse, fully equipped to assume 
the responsibilities that must go with grave 
problems of adjustment. The kinship among 
trust men, in seeking constantly for higher 
standards and better tools in trust work, was 
more strongly in evidence at this meeting 
than ever before. There was the feeling of 
having mutual problems of management, of 
policy, of investment and development. 
There was a prevailing spirit of frankly ex- 
changing experiences and above all, there 
was the conviction that, however methods 
may differ in various sections of the country, 
that fundamentally the essentials and prin- 
ciples of correct trust administration are 
the same. 


The program of the Mid-Winter Trust 
Conference was one wisely calculated to 
concentrate attention and discussion upon 
vital problems of current interest to all 
trust men. Trust investment matters, tax- 
ation as affecting fiduciaries, the task of 
salvaging impaired estates, educational 
plans and the responsibilities attending the 
performance of duties under corporate 
trusts, all these received their due share of 
attention on the program. Particularly 
gratifying was the report of progress in 
fostering enlightened relationships between 
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trust companies and lawyers. Another 
valuable contribution was a report by a 
special committee on liability insurance for 
fiduciaries, seeking proper protection against 
numerous liabilities to which a trustee in 
individual capacities is subject, and the text 
of which was published in the February issue 
of this publication. Significant were reports 
of continued growth of trust business during 
the past year, justifying the statement of 
President Sims of the Trust Division that 
the trust department is today the most im- 
portant element of the bank. 

An announcement was also forthcoming 
from the President of the Trust Division 
that its executive committee is at work on a 
national code setting forth proper policies 
and practices for the guidance of trust 
officials in the conduct of trust business. 
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THE GOVERNMENT IN THE BANK- 
ING BUSINESS 


HE Missouri Bankers Association 
makes a vigorous protest against the 
activities of the Federal Government 

in the operation of the postal savings banks, 
especially in taking advantage of public 
hysteria and withdrawal of deposits from 
stock banks and trust companies. The pro- 
test is couched in the following language: 
“Closely following the federal proclama- 
tion of a national banking holiday for a 
certain period, an announcement comes 
from Washington that postal savings banks 
will remain open for the reception and pay- 
ment of deposits in those institutions. This 
is tantamount to a government warning 
that if people are desirous of securing 
their money in all circumstances and under 
all conditions they should patronize the 
postal savings institutions in preference to 
the regular banks. On numerous occasions 
anti-hoarding propaganda has emanated 
from Federal authorities, and at the same 
time the government was providing the 
most effective means of hoarding and pay- 
ing interest on the hoarded money. The 
postal savings system, a plan backed and 
promoted by the government, is directly 
responsible for a very large measure of the 


present serious condition of the banking 


structure of the country. Such iniquitous 
and disastrous government competition 
with legitimate business should be discon- 
tinued by repealing the postal savings law.” 
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EDUCATIONAL FACILITIES FOR 
TRUST MEN 


| HE future of trust administration in 
iT} the United States lies in the hands of 

the younger men who are now prepar- 
ing to qualify for executive responsibilities. 
This means not only education and famili- 
arity with routine or technique of trust 
work. It implies the inculcation of a refined 
moral sense of traditions and of sacred ob- 
ligations of trusteeship that must be car- 
ried through from generation to generation 
and always adapting itself to new concep- 
tions of service to humanity. 


The stalwart and strong-principled lead- 
ers who have been identified with the great 
growth of trust business since the dawn of 
this century, are passing away or yield- 
ing the reins to younger men. Anyone 
privileged to attend trust conferences and 
to watch the rising generation of junior 
trust men at their tasks, becomes possessed 
with a profound assurance that the fine 
traditions and ideals of trust service will 
not only be preserved in the decades to 
come, but will be brought to fuller fruition. 
They have a priceless inheritance from trust 
leaders who have shaped the course. 

One of the most valuable contributions 
toward crystallizing and making available to 
younger trust men and apprentices, the ac- 
cumulated results of past experience, will 
be found in a new text book upon which the 
Trust Division of the American Bankers 
Association and the American Institute 
of Banking are collaborating. It will repre- 
sent intensive research and practical testing, 
providing an educational ground work for 
both trust officials and employees. An 
advance summary as to the contents of this 
trust text book was given at the recent Mid- 
Winter Trust Conference by Dr. Harold 
Stonier, educational director of the Ameri- 
can Institute of Banking: 

“The first volume will tell in a narrative 
form of the services rendered by trust insti- 
tutions to individuals, corporations, and 
public institutions. It will also deal briefly 
but comprehensively with the various pro- 
visions of the trust instruments under which 
the trust institutions carry on these services. 
Finally, the volume will treat the historical 
development of these services and of the 
trust institutions themselves. 

“From that point the second volume will 
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proceed to a discussion of the trust business 
and will go from what the trust business is 
and what the functions are, to how the trust 
institution acquires these powers and how it 
is organized and equipped to carry on these 


services. And again, briefly but compre- 
hensively, it will treat trust investments, the 
procedure in handling these investments, 
bookkeeping, accounting, the checking of 
responsibilities, costs and compensations, 
solicitations, advertising, association of 
trust institutions (both local and national), 
standard policies of procedure, and finally, 
in the last part of the second volume, there 
will be a presentation of the economic 
significance of trust institutions. Through 
it all there will not be so much emphasis on 
opportunities as there will be tremendous 
stress laid on the responsibilities.” 

MORTGAGES GUARANTEED BY 

TRUST COMPANY 

DECISION of current interest has 
been handed down in Michigan as to 

the rights of holders of participating 
certificates in mortgages guaranteed by a 
trust company. The Metropolitan Trust 
Company loaned its general funds to the 
public. Among the securities accepted under 
these loans were many mortgages upon real 
estate. Some of these mortgages weresold by 
the trust company, as an individual, to the 
trust company, as trustee, and as trustee the 
company accepted certificates of participa- 
tion. The trust company then guaranteed 
the payment of and proceeded to sell these 
certificates of participation to the public. 
The trust company became insolvent and 
was taken over by the Banking Department 
of Michigan. Holders of the guaranteed 
bonds filed their proofs of claim for the full 
par value of their bonds and claimed a 
preference. 

The court decided that there was no pref- 
erence among bond holders; that the trust 
company did not sell the mortgages or in- 
terests therein for the purpose of raising 
necessary funds to conduct a trust business, 
but sold them outright for profit by trading 
in the securities. Its guarantee, made to 
induce sales, was an exercise of power which 
the trust company did not have either by 
statute, charter or implication and it is 
against public policy for an organization of 
this nature to engage in such ventures. 
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THE RECENT FINANCIAL STORM—ITS CAUSES AND, 
ITS LESSONS 


NECESSARY OVERHAULING OF THE BANKING AND CREDIT STRUCTURES 


COL. LEONARD P. AYRES 
Vice-president of the Cleveland Trust Company 


(Ep1tor’s Note: 


Colonel Ayres presents a graphic picture of the cumulative and 


contagious spread of banking developments, the earlier signs of tension, the shifting of 
large accounts, the vain flights of credit in search of refuge, drain of deposits, the hoarding 
and the various local expedients which culminated in the climax of a national banking 


‘‘holiday”’ or moratorium. 


Colonel Ayres dwells with frankness on the inescapable lessons 
conveyed by this collapse of the nation’s banking and credit structures. 


They point to 


fundamental nationwide changes in the banking structure, the Federal Reserve System and 
the establishment of controls which shall protect sound banking management from the con- 


sequences of evil banking practices.) 


HE need for a thorough overhauling 

of our banking system is now apparent. 

We have a national banking system 
and forty-eight different state systems oper- 
ating under as many widely varying sets of 
banking laws. All the national banks are 
members of the Federal Reserve System, but 
most of the state banks are not members. 
These banks operate under systems of exam- 
ination ranging from the rigidly efficient to 
the laxly tolerant. Clearly we must create 
a far more closely integrated system of bank- 
ing, for credit is based on confidence, and 
that cannot be truly restored as long as peo- 
ple are justified in harboring the suspicion 
that a collapse like this might sometime 
recur. 


For the fourth time in its history this 
country has experienced a general curtail- 
ment of normal banking activities, and over 
large areas a temporary suspense of them. 
In 1819 nearly all the banks in the country 
suspended, although many in New England 
remained open. Eighteen years later in 1837 
there was another period of almost universal 
bank suspensions, including that of the Bank 
of the United States. Twenty years after 
that in 1857 there came a third period of al- 
most universal bank closing. From that 
time until March of 1933 there has never 
been anything like a general suspension of 
banks, or a nearly universal curtailment of 
their normal functioning, although in 1873 
truly severe and widespread bank difficulties 
were experienced. 


The one element common to all these pe- 
riods is that in each of them men bid up 
prices of goods, lands, and securities in or- 
der to pass them on to others who hoped to 
profit by selling them to still others at still 
higher figures. In all five periods the lure 
of unearned profits to be gained through 
mounting prices carried the going values far 
above the dependable long-time earning pow- 
ers of the properties. In each case the in- 
terest charges involved in carrying the prop- 
erties on credit finally became too great for 
the earning powers of the properties to sus- 
tain, and when the last holders tried to sell 
out the crash came. In each case the credit 
had been supplied by the banks. 


Cumulative Developments of Banking 
Tension 
During the prosperity period that preceded 
this depression the profits of many of the 
great national corporations were unusually 


large. In many instances they took advan- 
tage of the speculative enthusiasm of the 
times and sold stock to the public, and with 
part of the proceeds paid off or greatly re- 
duced their funded debts. They also in- 
creased their bank deposits both in amount 
and in number. Meanwhile the individuals 
who had bought the stocks were carrying 
them by means of collateral loans at the 
banks. When the crash in stock prices came 
the banks held great volumes of loans based 
on stock collateral that steadily shrank in 
value, and they also held large deposits of 
the corporations whose securities owned by 
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individual borrowers were fading away in 
worth. 


In the former great depressions the trou- 
bles of the banks have come immediately 
upon the drop in the speculative prices of 
lands, goods, and securities, but this time 
the banking structure was far stronger, and 
this acute general banking situation did not 
devetop untit we were welt into the fourth 
year of the depression. It began early in 
this year in the cities of the Mississippi val- 
ley. It was being carefully watched by the 
treasurers of the great national corporations, 
and as they saw signs of banking tension 
developing in a locality they moved their 
accounts out, usually by wire transfers, and 
in most instances to New York. 


Withdrawals and Hurried Shifting of 
Accounts 


Wherever cities were thus suddenly 
drained of their large deposits the knowledge 
that they had gone spread quickly and in- 
creasing local withdrawals resulted. After 
the Michigan moratorium, just a month ago, 
this rapid and concerted shifting of the large 
balances of the national accounts quickly 
reached seriously great proportions. In the 


attempt to check the spreading alarm new 


restrictive laws were hurriedly enacted in 
States in the middle west providing that 
during the emergency only five per cent of 
bank balances could be drawn upon, but 
that any new deposits should be held in 
cash and kept available for withdrawal on 
demand. By that time New York was be- 
ginning at last to realize that the great in- 
flow of funds from the interior was a mat- 
ter for concern rather than for congratula- 
tion. 

Then the treasurers of the great corpora- 
tions suddenly realized that the new laws of 
the interior states granting security to all 
new accounts afforded a sure refuge for 
their funds, and they began shifting accounts 
out of New York as hurriedly as they had 
previously been shifting them in. It would 
be an overstatement, but one containing much 
essential truth, to say that the treasurers of 
the national corporations transferred bank 
balances out of the interior to New York 
until they closed down the banks of the in- 
terior cities for normal functioning, and then 
hurriedly transferred funds out of New York 
and back to the interior until they closed 
down the New York banks. The easy mo- 
bility of our modern credit system has great- 
ly contributed to American business effi- 
ciency, but it has constituted a danger to 
banking not heretofore realized. 
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Hoarding and One-Way Banking 

When the governor of Michigan proclaimed 
a state-wide banking holiday on St. Valen- 
tine’s Day he started a process of one-way 
banking that was destined to result in the 
suspension of all American banks and of the 
Federal Reserve System itself. Probably the 
action was taken to gain time in which to 
find a solution for a difficult but not serious 
banking situation in Detroit. A week-end 
banking holiday had just previously een 
declared in New Orleans, and the banks had 
re-opened successfully, and that precedent 
probably led the authorities in Michigan to 
believe that the same expedient might prove 
helpful and would not be harmful in Detroit. 

No judgment could have been more erron- 
eous. The Detroit bankers did not quickly 
solve their problems, and the holiday was 
continued. Then the great corporations of 
that city having no longer any local banking 
facilities began to draw on their accounts 
in the banks of Cleveland, Chicago, Toledo, 
and northern Indiana for pay rolls. This was 
one-way banking, for a great industrial city 
was taking large sums from the cities of the 
adjacent states, and sending nothing back. 
Soon Cleveland in turn was drawing on 
Pittsburgh, Toledo on Akron, Chicago on 
Milwaukee, South Bend on Indianapolis, and 
a creeping bank panic was under way. 

No banking system can long withstand the 
effects of one-way banking on a large scale, 
for the very essence of modern banking is 
the circulation of credit. Moreover the de- 
mands were increasingly for currency rather 
than for credit, and the currency was quickly 
hoarded instead of continuing to circulate. 
As the adjacent territories were drained they 
too declared bank holidays or restrictions, 
and then the drain on the states next be- 
yond quickly gained headway. Soon the 
panic that had been creeping began to walk, 
and then to run, and in nineteen days it 
had closed all the banks in the country. 


Fundamental Changes in Banking and 
Reserve Systems 

The lessons of the disaster are almost ap- 
pallingly far-reaching in scope. It is clear 
now that we need fundamental changes not 
only in our banking system, but in our Fed- 
eral Reserve System, and in our money 
itself. The simplest of the lessons is that 
we must somehow provide in the future 
against the possibility of a state executive 
closing the banks of his state by a proclama- 
tion issued suddenly and without warning, 
and thus throwing the burden of the financial 
needs of that population upon the banks of 
the adjacent territory. Provision against 





TRUST COMPANIES 


that is essential no matter at what cost of 
impairment of state sovereignty. 

It should be adequately clear also that the 
mere tinkering up of the present banking 
system will not suffice to guard against a 
recurrence of such troubles as these. If the 
much discussed Glass Banking Bill had been 
enacted into law by either of the two recent 
Congresses that debated it, we should be 
today just where we now are, for the pro- 
visions of that proposed legislation were not 
designed to prevent any of the developments 
of the past four weeks. Moreover it seems 
entirely probable that if that bill had been 
enacted ten years ago it would still have 
proved powerless to prevent these develop- 
ments that have come as an aftermath of 
the financial upheavals of the World War. 


Lessons as to Credit and Currency 


Students of economics and of banking have 
always pointed out that no modern banking 
making widespread use of checks 
could continue to function if many people 
should simultaneously demand to be paid in 
cash. In such discussions the further com- 
ment was always made that such a unani- 
mous demand for currency never takes place. 
This time it actually has taken place, and 
the system has proved unable to meet the 
demands. We may say with fair fidelity to 
the facts that in normal times in this coun- 
try we have twice as much currency in use 
as we have gold, and ten times as much 
bank credit as we have currency. 

It is clear that if all those having bank 
deposits demand to be paid in currency there 
will not be nearly enough available to meet 
the demands. Then if any large number of 
those who have drawn out the currency at- 
tempt to convert it into gold the utter im- 
possibility of payment becomes still more 
obvious. In the last two weeks of February 
individuals and firms by the tens of thou- 
sands were attempting to get their bank 
deposits paid in currency, and large numbers 
of them were striving to convert the cur- 
rency into gold. In that situation the inher- 
ent defects were in our money and not in 
our banking system. 


More Unified System Needed 


One of the important shortcomings in our 
banking practice as distinguished from our 
banking system is that in the prosperity 
years our banks took over far too large vol- 
umes of loans on land, and this is true of 
the institutions in our largest cities as well 
as of those in agricultural districts. Loans 
on land values have always heavily contrib- 
uted to banking difficulties in each of our 
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great depressions. Such loans are among 
the most reliable of bank assets in normal 
times, but they cannot be quickly liquidated 
when financial stress develops. When that 
happens the Federal Reserve System, which 
is supposed to be the pbanker’s bank, affords 
no help at all in the way of discounting or 
making advances based on real estate loans 
or secured by using corporate bonds as col- 
lateral, and perhaps these are the most seri- 
ous of the System’s many defects. 

It may even well be doubted if we can 
risk continuing in the future with our present 
system of twelve largely independent Federal 
Reserve banks and reserve districts loosely 
coordinated by one board sitting in Washing- 
ton. In this financial storm they proved 
quite powerless to present a united front 
against the rapidly moving menace of great 
transfers of credit from city to city and 
region to region. Instead of preventing the 
destructive fleeing of credit from one district 
to another in vain search for refuge, they: 
greatly facilitated its movements. Clearly 
we need a more closely unified system, and 
perhaps one in which the present Federal 
Reserve banks will become merely branches 
of one Central Bank of the United States. 


SZ °, 2°, 
~ ~~ ~ 


One salutary result of the recent banking 
moratorium was the stimulus to organization 
of regional clearing house associations in va- 
rious sections of New York and an increase 
in applications by state banks and trust com- 
panies in the New York district for member- 
ship in the Federal Reserve System. 


Frep I, KENT 


Director of the Bankers Trust Company who has been 

appointed Supervisor of Foreign Exchange Transactions 

conducted through the Federal Reserve Bank of New 
York and subject to restrictive regulations 
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PROVISIONS OF THE “EMERGENCY BANKRUPTCY ACT” 
AFFECTING FIDUCIARY INTERESTS 


GENERAL SCOPE OF LEGISLATION FOR RELIEF OF INDIVIDUAL, 
FARMER AND RAILROAD DEBTORS 


W. RANDOLPH MONTGOMERY 


Of the New York Bar and General Counsel for National Association of Credit Men 
and New York Credit Men’s Association 


(Epiror’s Norte: 


Trust companies and banks as fiduciaries are directly interested 


in the effect of the “Emergency Bankruptcy Act” approved March 3 by President Hoover, 
principally because of its provisions affecting mortgages and other property interests 


represented by securities or properties held in trust accounts. 


Of special interest 


was the provision in the original bill which would have barred trust companies as corporations 
from qualifying as receivers or trustees in bankruptcy and reflecting the hostile attitude of 


members of the legal profession. 


In the final passage this discriminatory provision was 


eliminated. Mr. Montgomery summarizes the scope and provisions of the Act.) Wels w. 


HE so-called “Emergency Bankruptcy 

Act” providing for the “Relief of Debt- 

ors” was signed by President Hoover 
and became effective on March 3, 1933. The 
Act is divided into three principal sections 
as follows: 

(1) Compositions and Extensions by In- 
dividuals, who are either insolvent (in the 
sense that their assets, at fair valuation, are 
less than their liabilities), or unable to pay 
their debts as they mature; (2) Composi- 
tions and Extensions by Farmers, who are 
insolvent in the above sense, or unable to 
meet their debts as they mature, and (3) a 
section providing machinery for the Reor- 
ganization of Railroads, Engaged in Inter- 
state Commerce, when such railroads are in- 
solvent in the above sense, or unable to meet 
their debts as they mature. 


Emergency Act as Affecting Trust 
Company Interests 


From the point of view of trust companies 
holding mortgages or other liens on the real 
or personal property of individuals and 
farmers, the “Emergency Bankruptcy Act” is 
of the greatest importance in its effects. 
FRither class of debtors may, by application 
to the court, and with the consent of a ma- 
jority in number and amount of all creditors, 
bothsecured and unsecured, extend the time 
of payment of a mortgage or other lien for 
such time as the majority of the creditors 
and the court may approve. In the event 
that the unsecured debts are greater in 
amount than the claim of the mortgagee or 


lienor, the time when the mortgage or lien 
may be foreclosed is subject to determina- 
tion by the majority creditors, despite the 
wishes of the secured creditor. 

Inasmuch as collateral loans may be either 
compounded or extended by farmers, banks 
and trust companies who have loaned money 
to this class of debtors, will find themselves 
in a position where they may be compelled, 
by vote of a majority in number and amount 
of all creditors, to accept less than the face 
value of the loan, or precluded by the con- 
firmation of an extension agreement from 
realizing upon the collateral which they hold. 


Attack on Trust Companies as Receivers and 
Trustees in Bankruptcy Fails 

The bill, as originally passed by the House 
of Representatives, provided that receivers 
to be appointed under the various sections of 
the bill, should be natural persons, and that 
the same receiver should nof,,be appointed 
in a “multiplicity of cases.” Obviously this 
was aimed at the practice of the judges of 
the United States District Court for the 
Southern District of New York, who have 
adopted a rule designating the Irving Trust 
Company as the standing receiver of the 
court, to be appointed in all cases, and was 
intended ‘to prevent the adoption of a similar 
practice in other districts. This provision 
was somewhat modified in the Senate, and 
was finally eliminated entirely from the bill 
as finally adopted by the Senate, and as 
signed by the President. 

Undoubtedly, however, an attempt will be 
made in the near future to secure an amend- 
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ment to the Bankruptcy Law prohibiting the 
appointment of trust companies as receivers 
and trustees in bankruptcy proceedings gen- 
erally. 

Resolutions have been adopted by various 
bar associations in and about the city of 
New York, condemning the practice of ap- 
pointing a corporate receiver, on the ground 
that a receiver is the personal representative 
of the court, and is the ‘arm and conscience 
of the court,” and that no corporation is, or 
should be, qualified to exercise this function. 


Business Associations Approve Corporate 
Receivership 


The objections of the bar to the appoint- 
ment of the Irving Trust Company, as sole 
receiver in the Southern District of New 
York, in addition to the theoretical grounds 
above stated, are that the appointment of 
a sole receiver concentrates in one trust com- 
pany, control of a vast volume of legal busi- 
ness, and has a tendency to make the bar 
subservient to the trust company’s dictation ; 
and that the trust company, as a banking 
corporation, is frequently in an adverse po- 
sition to itself as receiver, and that, as the 
sole receiver, it inevitably finds itself the 
custodian of the rights of creditors of two 
or more estates, with conflicting interests. 

The business associations in New York 
City, notably The Merchants Association of 
the City of New York, the New York Credit 
Men’s Association, and the New York Board 
of Trade, have, on the other hand, expressed 
their satisfaction with the existing scheme 
of administration as a temporary expedient 
to prevent a recurrence of the abuses of ad- 
ministration which preceded the appointment 
of the trust company, and pending general 
revision of the Bankruptcy Act, to set up a 
plan of administration which will be proof 
against the racketeering which characterized 
bankruptcy practice in New York in the past. 


Prescribing Individual and Corporate 
Qualifications 

Whatever theoretical objections may be 
raised against the appointment of a corpora- 
tion as receiver, it is difficult to understand 
on what basis objection can be raised to a 
trust company acting as trustee of the estate 
of a bankrupt when elected to that office by 
the vote of creditors, 

Most of the scandals which have arisen 
in bankruptcy administration in various sec- 
tions of the country, have had their origin 
in the abuse of discretion on the part of 
judges in the selection of receivers, and the 
solution of the problem would seem to be to 
limit such discretion by appropriate legisla- 
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tion prescribing the qualifications-of individ- 
uals .and corporations alike to-act- as trustee, 
and requiring the judges to appoint receivers 
from among the trustees.so qualified. 


Principal Provisions of the Emergency Act 

Now as to a brief summation of the prin- 
cipal provisions of the “Emergency Bank- 
ruptecy Act.” 

A person or corporation seeking relief un- 
der the Act, is denominated a “debtor” and 
not a “bankrupt,” and if an involuntary peti- 
tion in bankruptcy has been filed against an 
individual, he may, by answer to the petition, 
apply for the relief afforded by the Act, and 
the bankruptcy proceedings are thereupon 
stayed. Involuntary petitions in bankruptcy 
may not be filed against either a farmer or 
a railroad corporation, and consequently no 
similar provision is incorporated in the Act 
with respect to either of these groups. 

The general scheme of all three sections 
is approximately the same. Relief is ob-. 
tained by the filing of a petition, «wccompa- 
nied by the debtor’s schedules, stating that 
he (or it) is insolvent, or unable to meet his 
debts as they mature, and desires to effect 
a composition or secure an extension of time 
to pay his debts; or, in the case of a rail- 
road corporation, that it desires to effect a 
reorganization. 


As Affecting Individuals Other Than Farmers 


Under the section affecting individuals 
other than farmers, an extension proposal, 
if approved by a majority in number and 
amount of the debtor’s creditors, and con- 
firmed by the court, may extend the time of 
payment of all claims against the debtor, 
both secured and unsecured, whether or not 
the same are provable in bankruptcy, and 
including claims for future rent, except that 
under this section, secured claims are affect- 
ed only where the security is in the actual 
or constructive possession of the debtor, or 
of a custodian or receiver appointed to take 
charge of the debtor’s property. This excep- 
tion with respect to secured claims elimi- 
nates from the operation of such an exten- 
sion collateral loans and similar secured 
debts where the security is in the possession 
of a pledgee. But when a farmer offers an 
extension, and the same is accepted by a 
majority in number and amount of his cred- 
itors, and confirmed by the court, it may 
have the effect of extending the time of pay- 
ment of both unsecured claims and secured 
claims of every character, including collat- 
eral loans, and whether or not the claims are 
provable in bankruptcy, and including also 
claims for future rent. 
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Composition Settlements 

In case an individual debtor, other than 
a farmer, offers a composition settlement to 
his creditors under this Act, and the compo- 
sition is accepted by a majority in number 
and amount of his creditors and confirmed 
by the court, only unsecured debts are affect- 
ed; but a composition by a farmer may, if 
accepted by creditors and confirmed by the 
court, have the effect of composing both se- 
cured and unsecured claims. 

During the pendency of either a debtor’s 
proceeding, or a farmer’s proceeding, the 
court in which the petition for relief is filed, 
may issue an injunction against any secured 
creditor whose claim is affected by the pro- 
posal, from proceeding in any court for the 
enforcement of his claim until the proposal 
has been confirmed by the court or confirma- 
tion has been denied. 

In the case of an individual debtor, other 
than a farmer, offering a plan of extension 
or composition, a first meeting of creditors 
is held at a time and place to be appointed 
by the court, and at such meeting a trustee 
may be nominated by the creditors, for the 
purpose of liquidating the assets of the 
debtor in the event that he fails to carry out 
the plan as proposed by him. In such cases 


also the debtor may be adjudicated a bank- 


rupt, if the court be satisfied that he com- 
menced or prolonged the proceeding for the 
purpose of delaying creditors and avoiding 
an adjudication in bankruptcy, or if confirm- 
ation of his proposal has been denied, No 
similar provision is found in the farmer sec- 
tion of the Act, for the reason that a farmer, 
as above pointed out, may not be adjudicated 
a bankrupt, except upon his own voluntary 
petition. 
‘Conciliation Commissioners” 

The farmer section of the Act provides for 
the appointment of special referees, to be 
known as “Conciliation Commissioners” to 
whom the proceedings are referred, and who 
perform substantially the same functions as 
a referee in bankruptcy under the existing 
composition sections of the Bankruptcy Act. 
After the filing of a farmer’s petition, no 
proceeding may be instituted by any of his 
creditors, except by permission of the court 
and after the receipt of a report from the 
Conciliation Commissioner, for the collection 
of any debt; the foreclosure of a mortgage 
on land; cancellation, rescission, or specific 
performance of an agreement for the sale of 
land or for recovery of possession of land; 
to acquire title to land by virtue of any tax 
sale; or to sell land under or in satisfaction 
of any judgment or mechanic’s lien; nor may 
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proceedings be instituted by way of execu- 
tion, attachment or garnishment, or seizure, 
distress, sale or other proceedings under an 
execution, or under any lease, lien, chattel 
mortgage, conditional sale agreement, crop 
payment agreement, or mortgage. 

These prohibitions do not apply to pro- 
ceedings for the collection of taxes, or in- 
terest, or penalties with respect thereto, or 
with respect to proceedings affecting solely 
property other than that used in farming 
operations or comprising the home or house- 
hold effects of the farmer or his family. 

The Act contains a further provision which 
is applicable to both individual debtors and 
farmers, to the effect that an extension pro- 
posal, duly confirmed, shall extend the obli- 
gation of any person who is secondarily lia- 
ble to any person for the prompt payment 
of any debt which has been extended by or- 
der of the court. The intention and effect 
of this provision is, for example, to grant an 
extension to the endorser of a promissory 
note, payment of which by the maker has 
been extended pursuant to the provisions of 
the Act. 


Railroad Section of the Act 

The railroad section of the Act permits a 
railroad corporation which is insolvent, or 
unable to meet its debts as they mature, to 
reorganize without the necessity of going 
through the expensive and cumbersome fed- 
eral equity receivership proceedings which 
have been the only avenue of relief in the 
past. 

A reorganization plan must include a pro- 
posal to modify or alter the rights of cred- 
itors generally or any class of them, secured 
or unsecured, through the issuance of new 
securities or otherwise; and it may include 
in addition, provisions modifying or altering 
the rights of stockholders generally, or any 
class of them; and it may include the trans- 
fer or conveyance of all or any part of the 
property of the railroad to another corpo- 
ration, or the consolidation or merger of the 
properties of the railroad with those of an- 
other corporation, and the issuance of securi- 
ties of either the railroad corporation or any 
such new corporation for cash or in exchange 
for existing securities or in satisfaction of 
claims, rights, ete., and may deal with all 
of any part of the property of the railroad 
corporation. 

Upon the filing of a petition for relief by 
a railroad corporation, an order is entered 
dividing the creditors and security holders 
into classes, and thereafter if the plan pro- 
posed meets with the approval of the Inter- 

(Continued on page 374) 





PRESERVING THE SANCTITY OF CONTRACT AND 
TRUSTEE OBLIGATIONS 


DANGERS OF ARBITRARY LEGISLATIVE SUSPENSIONS IN 
DEALING WITH MORTGAGE SITUATION 


(Epiror’s Note: In the general cry for moratoria and suspension or arbitrary adjust- 
ment in dealing with mortgage or trust obligations on the part of either individuals or corpo- 
rations, the legal duties of creditor and trustee are often lost sight of. It is refreshing, 
therefore, to read the testimony given by Mr. Duffield before the Committee on Finance of the 
United States Senate on February 15th last, in which he made a timely and forceful plea 
for the preservation of contracts legally entered into by individuals and corporations. In 
doing this he made it clear that he recognized the need of special consideration and modifying 
adjustments under existing conditions in order to avert the danger that would affect the en- 
tire economic structure in failing to maintain the legal principles in the debtor and creditor 


relationships. 


The following is a resume in a condensed and narrative form, and with many 


omissions, of the principal parts of Mr. Duffield’s discussion with the Committee.) 


NE of the most important influences 

affecting public confidence and un- 

certainty in the general business and 
financial situation is the fear that through 
legislative enactment the effect of a contract 
governing obligations of individuals and cor- 
porations, may be destroyed. Our whole eco- 
nomic structure largely rests upon the fact 
that there shall be no impairment of a con- 
tract once made. By that I do not mean to 
say that the creditor should in all instances 
and in all cases enforce his contract to the 
letter. There are many cases, especially un- 
der prevailing conditions, in which not only 
leniency but consideration and even self- 
interest would require a modification or al- 
teration of the original obligation. But to 
destroy or modify or change or weaken the 
binding effect of contract once entered into, 
in my opinion, might even destroy the basis 
on which the whole economic structure is 
built. 


Binding Character of Trust Relationships 

I speak in this connection largely from 
the situation in which I am, as the head of 
an institution which has been a large in- 
vestor in the obligations of individuals and 
the obligations of corporations. But I am 
in no different position than I would be if 
I were the trustee of the estate of a single 
woman or the guardian of a single child. The 
fact is that a life insurance company does 
act as a trustee for more than half of the 


people of the United States, and the funds 
which have been entrusted to it are in the 
highest degree charged with a trust. The 
position, as I view it, of the life insurance 
companies is exactly the position of a com- 
mon-law trustee, and the primary obligation 
is to safeguard and conserve the trust es- 
tate which has been committed to their care. 
That I think will not be disputed by anyone. 


I do want to call attention to the fact 
that whether an individual trustee or wheth- 
er a corporate trustee or whether a trustee 
such as a mutual life insurance company, 
an aggregation of individuals, is handling 
trust funds which have been restricted by 
statutory enactment and by policy annunci- 
ated not only by the Federal Government 
but by the state governments in the handling 
of their trust funds to obligations of indebt- 
edness, whether it be bonds of corporations, 
whether it be bonds secured by mortgage on 
private property, statutory enactment has 
wisely limited them to a certain definite 
class of investments. 


That was done, I take it, for a purpose. 
It was done in order that the corpus of the 
estate might be safely protected. It was 
done to prevent speculation with trust funds. 
It was done to require the trustee to surren- 
der that income which he might have ob- 
tained by investing in common stocks or equi- 
ties or by buying real estate and borrowing 
money from others in order to finance it, so 
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that at all times the corpus entrusted to him 
by his cestui que trust should be safe and 
secure. 


Effect of Scaling Down Debts 

I speak in the position of a trustee, and I 
speak not only as the representative of my 
company which stands as a trustee for .per- 
haps one out of six individuals in the United 
States, but for the life insurance business 
which stands as trustee for more than half 
of the people, for banks and trust companies 
and private executors and trustees, all of 
whom have been limited to a certain definite 
form~of investment with the purpose of safe- 
guarding against all hazards the corpus of 
the estate committed to their care. 

We hear frequently a discussion of a re- 
adjustment of the debt and the scaling down 
of the debt. I am not sure that I know what 
that means. If it means scaling down all 
debts, it, of course, means the scaling down 
of the debts which, for example, our company 
owes to the millions of people who have en- 
trusted their funds to us, who have made 
sacrifices of their own interest in order to 
protect those who are dependent upon them. 
I do not think it is suggested that that should 
be done. I trust it is not. But you ean not 
scale down the debt of one class and refrain 
from scaling down the debt of another class, 
without creating a situation which would 
render it impossible for the trustee, whether 
he be individual or corporate, to discharge 
his trust and fulfill his obligation. 

As I have said, that does not mean that 
the trustee might not be obligated in the 
discharge of his trust to give consideration 
to the situation in which the debtor finds 
himself. It does not mean that the trustee 
should not use that wisdom which he has in 
order to protect a situation which will en- 
able the debtor to discharge his debt in full. 
It does not mean that he is not in a position 
to, at times, compromise that debt in order 
that the debtor and creditor may both be 
conserved ; but it does mean that his position 
as creditor should be recognized as such, and 
that his position as trustee should not be in- 
vaded by a suggestion that the property of 
his cestui que trust should be treated in one 
way and his obligation to his cestui que 
trust treated in another. 


Adjustments Should Be Dealt With 
Individually 
The difficulty with the situation, I think, 
and one thing that has disturbed investment, 
is that by legislative enactment a uniform 
rule should be applied; in other words, that 
the necessitous debtor, the one who finds it 
difficult to meet his obligation, should be 
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treated in exactly the same way as the man 
who is thoroughly competent and capable of 
meeting his debt in full; that uniform aid 
should be extended to those who need it 
and to those who do not need it at all. And 
while I would be the last to belittle the sit- 
uation which exists in connection with the 
mortgage question in the country today, and 
while certainly no one in my position can 
be oblivious to the distress and disaster 
which have occurred to those who have been 
required in the past to acquire loans, never- 
theless I think we ought to have a clear per- 
ception of exactly what happens. Figures 
can show just what proportion of our people 
are in that situation. 

I want to suggest, therefore, that my 
strong feeling is that these are cases which 
should be dealt with individually; and I do 
not think there is any danger in doing so. 
I do not believe a trustee, whether, again, 
he be representing an individual and pro- 
tecting the estate of a single woman, or 
Whether he be corporate and protecting the 
estate of a large number of people, wants 
to acquire these properties. This money was 
not loaned for the purpose of purchasing 
real estate. It was loaned for the purpose of 
having interest paid on it during the time 
it was not needed to meet the obligations 
which it seeks to provide. 


Injustice of a General Moratorium 


And, therefore, I suggest that the real 
problem in the case of the needy debtor is 
to provide him adequate time in which to 
fulfill his obligation and adequate opportu- 
nity to develop, if it is a farm, or to pay if 
it is a home, the debt which he has created. 
I think his interest regulates that. I do not 
believe it would be seriously urged that 
where individuals have gone, for example, 
into an investment for profit and are thor- 
oughly capable of meeting the loan which 
they have made in order originally to finance 
this enterprise, who have adequate security 
in the real estate that they have, should be 
relieved of that obligation either as to the 
postponement of the time in which the debt 
is to be paid or a reduction of the interest 
to which they agree. A general law by any 
state, granting a moratorium upon all mort- 
gaged property, including obligations secured 
by mortgages or trust deeds, granted for any 
stated period of time, would not be just and 
that interest accomplishes that result. 

Referring to my own company with which 
I am much more familiar than I am with 
others—although I think what I shall say 
will apply generally, in the summer of 1931, 
before there was any suggestion of legisla- 
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tive moratorium—we reached the conclusion 
that the financial condition of many of those 
who had mortgaged land was such as ren- 
dered it wise for us to adopt a general policy. 
I will give you some figures in detail; but 
I want to impress the fact that this was 
done in 1931, and it was not done from a 
philanthropic motive. It was done because 
we believed it economically a wise thing to 
do and which we could do with a due re- 
gard to our obligation as trustee. 


Dealing Direct with Debtor 

What we did was to decide in each indi- 
vidual case where the mortgage was matur- 
ing and the mortgagor was unable to meet 
his interest installments or his taxes—what 
we did was to discuss his situation with 
him. In large areas we removed the inter- 
mediary of the agency and used our own 
branch offices there in order to deal directly 
with the debtor, and I think I may say with- 
out fear of contradiction that in every case 
where the individual was the owner of the 
farm and where he showed an ability to 
utilize that farm and to operate it, and 
where he did not himself say that he wanted 
to bandon the plan, we refinanced him by 
paying his taxes, by writing a new mortgage 
covering his installments of interest, and 
starting him off again from scratch. 

The result of that has been that we have 
had substantially little difficulty, notwith- 
standing that we are in the fourth year of 
the depression. I may say—and I want to 
go somewhat into detail—that out of over 
a billion dollars invested in mortgages, 89 
per cent of those mortgages are paid up on 
interest within six months. In other words, 
there are only 11 per cent that are in dis- 
tress at all. 

I have always felt that the best service 
that we could render in the investment of 
our funds was the encouragement of the in- 
dividual to acquire property; and of this 
billion odd dollars that I am speaking of, 
our average loan is only six thousand odd 
dollars. We have encouraged people to buy 
farms; we have encouraged people to pur- 
chase their own homes; we have believed in 
the private ownership of property and that 
it has been conducive to a better citizenship, 
and we have therefore developed our whole 
local plan on the small loan to the owner- 
owned and occupied farm and the owner- 
occupied home; and while we have a few 
large loans, I think, if my memory serves 
me correctly, at least 93 per cent of all of 
our loans are of the character that I have 
indicated, and the balance would be of the 
other kind. 
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Encouraging Ownership 


It may be helpful if I give a few figures in 
order to see the situation, because our pic- 
ture is not different. It might vary slightly. 
We have at present 163,965 loans. Of this 
number 37,568 are on farms and 126,397 are 
what we call city loans, which means urban 
or suburban homes and houses. Of course, 
included in that are some large loans w’ ere 
we have loaned on buildings of a larger 
character. But, as I say, over 90 per cent 
of all our loans are of the character that I 
have described. So when I speak of “city” 
it will mean the small home, and when I 
speak of the farm I mean the owner-occupied 
farm. 

Those loans on farm lands amount to 
$201,419,000. The city loans amount to $908,- 
666,000, making a total of $1,110,085,000. The 
percentage of mortgage loan investment is 
18.2, invested in farm mortgages, and 81.8 
per cent invested in city mortgages. The 
number of loans delinquent in interest six 
months or more are 4,000, or 11 per cent; 
2,100 of the city loans, or 1.6 per cent, and 
3.8 per cent of the total. The number of 
loans in the course of foreclosure to total 
holdings is 2,400, or 6.6 per cent of farms; 
3.5 per cent of city property, and 4 per cent 
of the total. ‘The per cent of loans in satis- 
factory condition on farm lands is 82.3 per 
cent. That means that interest is not in ar- 
rears over six months. Of the city loans, 
94.9 per cent, or a total of 92 per cent. The 
89 per cent quoted previously referred to 
volume of loans as translated in dollars, 
whereas the 92 per cent refers to the volume 
as translated in numbers. 


I think it may be said that where a fore- 
closure has been made it had been made 
either on a showing by the mortgagor on his 
recognition that the situation was hopeless, 
or where he has deliberately disregarded any 
question as to mortgaged property and has 
failed to exercise that reasonable care in its 
conservation which should mark it. 


The point that I am making is, that with 
92 per cent of this large amount of loans 
in a satisfactory condition, any arbitrary 
rule of dealing with it, with the resultant 
serious consequences which are obvious, is 
one that certainly would destroy confidence 
to a higher degree than it has yet been de- 
stroyed. In other words, it seems to me that 
whether you are dealing with the bond of 
a railroad or whether you are dealing with 
a mortgage on a single piece of property, the 
recognition that the trustee purchasing that 
obligation purchased it in order to safeguard 
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the corpus of his estate should be taken into 
consideration. 


Effect of Scaling Down Obligations 


What would happen if that were not true? 
Supposing that the securities were scaled 
down in order to meet the situation of the 
individual debtor. In the case of the cor- 
poration it would be an enhancement in 
value of the common stock. But if this de- 
pression terminates, as I believe it will ter- 
minate, what is then the situation? The 
speculator, the man who has invested for in- 
come without regard to safety, is restored 
not only to his original position, but has the 
advantage of any gain in property. But the 
obligation once scaled down remains there, 
and the trustee is left with his security fixed 
on a depression basis from which he can 
never recover. ‘So therefore it would seem 
to me, that no more serious question can 
be met in this discussion or taken into con- 
sideration when we discuss the situation of 
the debtor than what is also the situation 
of the creditors. 


Who are the creditors? That scaling of 
debts has not been shown By any figures here 
apparent to afford benefit to a large enough 
percentage of the entire class of debtors to 
indicate any real need therefor. With those 
cases self-interest will compel that they shall 
be treated with leniency in order to provide 
a means and an opportunity for them to 
restore their situation in order that they 
can, and as they will when they can, meet 
the obligation that they have assumed. 


T. Stanley Holland has been elected 
trust officer of the American Security «& 
Trust Co. of Washington, D. C., succeed- 
ing David N. Huston, retired on account of 
his health. Frank M. Perley has been elected 
trust investment officer, a newly created 
office. 


The State Street Trust Company of Bos- 
ton has been appointed transfer agent of the 
Reed-Prentice Corporation. Directors de- 
clared the regular dividend of $3 a share for 
the first quarter of 1933. 


The First National Bank & Trust Com- 
pany of Greensburg, Pa., reports trust funds 
of $4,435,000 and banking resources $9,742,- 
000. J. Regis Walthour is trust officer. 


Robert J. Izant, vice-president of the Cen- 
tral United National Bank of Cleveland has 
been elected chairman of the Life Under- 
writers & Trust Officers Club of Cleveland. 
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BANK AND TRUST COMPANY CONSOLI- 
DATION IN MINNEAPOLIS 

The First National Bank & Trust Company 
of Minneapolis, Minn., is the continuing in- 
stitution following recent consolidation of 
the First National Bank in Minneapolis with 
the First Minneapolis Trust Company. Capi- 
tal of the combined institution is $6,000,000 ; 
surplus, $5,000,000; deposits, $98,418,542 as 
of February 1, 1938. 

The senior officers are: F. M. Prince, 
chairman board of directors; F. A. Chamber- 
lain, chairman executive committee; L. E. 
Wakefield, president ; Robt. W. Webb, chair- 
man of trust committee; J. S. Pomeroy, P. J. 
Leeman, J. G. Byam, A. P. Kemp, B. V. 
Moore, W. F. McLane, J. Clayton, V. F. Ro- 
tering, M. O. Grangaard and Guy W. LaLone, 
vice-presidents; A. MeC. Washburn, vice- 
president and general counsel; K. M. Morri- 


son, comptroller; S. H. Bezoir, cashier. 


Marvin A. Lemkuhl has been named mana- 
ger of the advertising department of the 
First Wisconsin National Bank at Milwau- 
kee. He was formerly assistant manager 
and has been with the bank since 1929. 


GEORGE W. DAVISON 


Chairman, Central Hanover Bank and Trust Company of 

New York, who has been nominated Class A director of the 

Federal Reserve Bank of New York to succeed Albert H. 
Wiggin 
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Opportunity to Promote Public Confidence in Banking 


and Trust Service 
H. A. LYON 


President of the Financial Advertisers Association 


Cf Rus T companies have a very particular 
reason for attemptin £ to create and main- 
tain a public opinion favorable to themselves; 
for, not only is trust business, perhaps above 
any other banking service, based upon abso- 
lute confidence and trust, but trust compa- 
nies are faced with attacks of ever increasing 
virulence in the several State legislative 
bodies. 

For years in many State Legislatures 
bills have been ‘introduced which would 


prevent trust companies from advertising 
that they serve in fiduciary capacities. It 


seems to us that this year members of all 
Legislatures have taken advantage of the 
general criticism of banks to press for enact- 
ment of such legislation. It has been proven 
in many lines of endeavor that there is little 
political capital in attacking institutions 
in which the public has confidence. It would 
seem reasonable to suppose that the same 
rule holds good here, and anything that trust 
companies can do to maintain and improve 
their position in the public confidence will 
redound to their own benefit and the benefit 
of the entire group. 

The acuteness of banking difficulties is 
apparently behind us. Those banks which 
have reopened have done so virtually with 
the guaranty of the Government that they are 
sound and will continue to function: those 
opened on a limited basis or not permitted to 
open are safe from depositor runs. For the 
first time we know where we stand, and the 
public has a positive reason for confidence 
in the active institutions. 


Here is a definite base for progress. 
Further, the past three years have done much 
to restore our sense of values: partly from 
choice and partly because of legislation banks 
will recognize fundamental functions and 
fundamental rules of conduct. The air will 
be clarified. 

There is a further essential step. The 
President's action created a basis for con- 
fidence, the maintenance of that confidence is 
a task which should be foremost in the 
bankers’ minds. President Roosevelt's radio 
talk on March 12 did two things which 
banks would do well to consider—he took the 
public into confidence and explained why and 
wherefore, and he talked a language that 
the public could comprehend. 

The going banks have an obligation and 
an opportunity to continue in this vein— 
individually or in groups, they can explain 
to the public their functions, what banks may 
or may not do, and what the banks and the 
public may expect of one another. The light 
of publicity is essential if the public mind is 
to be illuminated, and if we are to continue 
to enjoy public confidence. 

I believe this is a matter which banking 
journals would do well to stress to their read- 
ers over and over again. Anything a bank 
says or does may be dangerous, but the most 
dangerous of all may be to say and do noth- 
ing. If banks display sufficient interest in 
obtaining advertising material of this nature, 
I feel sure that the Financial Advertisers 
Association will be glad to assist in getting 
it for them. 
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It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 


trust company exclusively. It does 





no commercial banking business 

. . sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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DOPOTUGSAPT AAP tetteeetetieents 


AVOIDING DANGERS AND WASTE OF LONG-TERM 
PRIVATE TRUSTS 


KEEPING FLOW OF FIDUCIARY WEALTH IN USEFUL AND 
PRODUCTIVE CHANNELS 


HUGH McLEAN 
Trust Officer, Colorado National Bank, Denver, Colo. 


(Epiror’s Note: Mr. McLean presents a thoughtful article on a subject of duration 
of private and charitable trusts which has evoked considerable differences of opinion of 


late. 


He summarizes the more notable discussions in magazines and in trust councils, 


arriving at conclusions which all trust men of experience must approve. This article rebukes 
criticims and attacks that trust companies encourage the establishment of irrevocable and 
long-term trusts in order to prolong trust funds under their management and enhance fees. 
To all those familiar with prevailing trust practice the contrary is true, namely that trust 
officials advise donors and testators against arbitrary provisions, trusts that are apt to become 
obsolescent or unduly impound trust funds into a stagnant ‘dead sea.’’) 


N these troublous and unsettled times it 

is more than ever the duty of trust men 

to keep steadily in view the real funda- 
mental service we can render in the present 
and foreseeable future. We must strive to 
steer ourselves and our customers away from 
unwise attempts to provide for dimly imag- 
ined future conditions. The greatest service 
we can render testators and donors is to 
give them the benefit of our experience and 
to advise against long-term or unduly re- 
strictive trusts that are attended with dan- 
gers of the “Dead Hand,” that defeat un- 
Selfish aspirations and prevent the devolu- 
tion of fiduciary wealth from serving the 
best causes of the individual and of human- 
ity. Familiarity with the present day qual- 
ity and character of trust service gives as- 
surance that trust men are awake to such 
dangers and that they are not prompted by 
Selfish motives of unduly prolonging the du- 
ration of trusts but on the contrary counsel 
against protracted private or charitable 
trusts which serve no wise or humane pur- 
pose. 

At its 1929 meeting the Mid-Continent 
Trust Conference considered, under the title, 
“Trusts—How Long?’ the question of the 
proper length of a trust. (Proceedings, Fifth 
Mid-Continent Trust Conference, American 
Bankers Ass’n, p. 43.) It was pointed out 
that it is essential to the accomplishment of 
the purposes of a trust, whether public or 
private in character, that it be correctly 
timed as to duration—neither too long nor 


too short; and that the legal limitations 
(none as to charitable trusts; one or more 
lives in being plus twenty-one years as to 
private trusts) set, to be sure, a maximum 
length, but give no particular light on the 
practical problem of what duration is most 
fitting and socially most expedient. 


_ Charitable Trusts and the “Dead Hand”’ 

As to charitable trusts, the discussion cen- 
tered around the articles then recently pub- 
lished in the Atlantic Monthly by two out- 
standing philanthropists, Julius Rosenwald 
and Henry SS. Pritchett. (Principles of Pub- 
lic Giving, 143 At. Monthly, 599-606, May, 
929; The Use and Abuse of Endowments, 
144 Atl. Monthly, 512-524, Oct. 1929.) Mr. 
Rosenwald pointed out the waste involved in 
the many trusts which have become obsolete, 
and drew the conclusion, both from logic and 
experience, that no charitable funds should 
ever be held in perpetuity. Mr. Pritchett, on 
the other hand, while conceding the argu- 
ment against the too sharply focused trust, 
reasoned that most cases of failure are due 
to the unwise devoting of permanent endow- 
ment to temporary or insignificant causes, or 
to abuses arising from improperly selected 
trustees and a lack of public scrutiny. On 
the whole, he concluded that the perpetual 
endowment, assuming proper safeguards and 
reasonable elasticity, still remains a wise 
and fruitful agency in civilization. 

Without attempting to reconcile the dif- 
fering points of view of these distinguished 
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men, it was pointed out that the banks and 
trust companies had in the community trust, 
originated and fostered by them, provided 
what is perhaps the best agency yet devised 
for handling charitable and benevolent funds. 
Ky multiple trusteeship it offers for the 
safeguarding of such benevolent funds the 
stability and investment experience of the 
best banks ;— through wisely selected distri- 
bution committees it assures the best judg- 
ment of the current generation on the most 
desirable use of the income; by provision for 
public scrutiny of accounts the dangers of 
bureaucracy and secrecy are avoided; and 
by authorization to the distribution commit- 
tee, upon unanimous agreement, to expend 
some small percentage of principal each year, 
the objections to the perpetuity are met. 


Rules as to Duration of Private Trusts 


Private trusts, on the other hand, as the 
above discussion developed, present, as to 
their optimum length, a different but an 
equally difficult problem. Prevented by law 
from being perpetual, there is still room for 
wide difference of opinion as to the best and 
wisest length within the legal limits. The 
trend of thoughtful opinion seemed to be 
summarized in Gilbert T. Stephenson’s state- 
ment (Living Trusts, p. 286 “The Social Sig- 
nificance of Living Trusts’): “The commu- 
nity has a right to expect a man to provide 
for his own old age, for his wife, for his 
children, for others who by reason of age 
or disability are dependent upon him. But 
it has no right to expect a man to provide 
for his descendants unto the third and 
fourth generation. The community loses far 
more in the devitalization of the descendants 
than it gains in the conservation of the 
wealth of the ancestors. Within reason, each 
generation will be better off if it has to shift 
for itself.” 

In the light of these considerations it was 
felt that a good general rule for living trusts 
would be a limitation to the lives of depen- 
dent adults, and the minority or educational 
period of living children, with discretionary 
power to use principal to meet unforeseeable 
changes and emergencies. When consulted 
concerning plans for either public or pri- 
vate trusts, the trust officer, it was concluded, 
could be of service to his own institution, 
to the general cause of sound trust banking, 
and to the community at large, by tactfully 
guiding inexperienced donors and testators 
away from the dangers of the dead hand. 


Perpetuities for Charitable Endowments 


Since that meeting there has been further 
thought on the general subject of the best 
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length for trusts. Edwin R. Embree, presi- 
dent of the Julius Rosenwald Fund, writing 
in Harper's Magazine of August, 1930 (161 
Harpers 320) under the title, “The Business 
of Giving Away Money,” traced the develop- 
ment of the great Foundations. They had 
demonstrated, he felt, the wisdom of keep- 
ing to one definite purpose, e. g., the Rocke- 
feller Foundation to medicine and public 
health; the Carnegie Institution to _ re- 
searches in the natural sciences; and the 
Julius Rosenwald Fund to the problem of 
negro schools. Their experience has also 
shown that the most effective work is not 
in outright giving, but in demonstrating a 
need and showing a practicable way of meet- 
ing it. 

His own fund, for example, set itself the 
task, dear to the heart of Mr. Rosenwald, 
of enlarging the influence of Tuskegee Insti- 
tute by multiplying practical training centers 
for negroes all over the South. They could 
have built, from their own funds, a number 
of private institutions; but they realized this 
was in fact the duty of the state, and that 
real progress on the problem required local 
recognition of responsibility. A plan was 
accordingly worked out under which, by ¢co- 
operation between the fund and local au- 
thorities, 5,000 new schools in 825 counties in 
15 southern states were built at a cost of 
$24,000,000, of which the fund gave less 
than $4,000,000. Great momentum has thus 
been given to negro education and to better 
race relations, and the method of giving has 
been worth many times the amount of money 
contributed. 


Philosophy of Foundations 

Commenting more directly on our question 
of the wisdom of perpetuities for charitable 
endowments, Mr. Embree says: 

“There is danger also that as time goes 
on the officers and trustees of foundations 
will become perfunctory and routinized ; that 
they will grow fat in posts which may easily 
become sinecures; that the whole organiza- 
tion will sink into commonplace bureau- 
cracy. * * * To guard against it, several re- 
cent founders have stipulated that their 
funds, both capital and income, must be ex- 
pended within a generation. There is much 
to be said for using resources while enthu- 
siasm is fresh and while the group is fired 
by almost religious fervor for some cause. 
Succeeding generations may be counted upon 
to provide new resources, through new 
foundations or otherwise, for the recurring 
needs and the fresh opportunities. 


“Underlying the various activities of prac- 
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tically all the foundations is a common phi- 
losophy which is the essence of modern phi- 
lanthropy and the antithesis of traditional 
almsgiving. The aim is to give as little as 
possible for as short a time as possible. * * * 
It is a safe rule never to do anything for the 
public, any more than for an individual, that 
the public will do for itself. * * * The new 
philanthropy does not want or need endow- 
ment in perpetuity. If a cause is good it 
can count on current support, once its use- 
fulness is made evident. * * * Thus one of 
the purposes of foundations is to make them- 
selves unnecessary.” 


Conferring Responsibility on Future 
Generations 


Mr. Rosenwald himself made one further 
contribution to the discussion, before his 
death. In the December, 1930, Atlantic 
Monthly (140 Atl. 741) on the topic, “The 
Trend Away from Perpetuities” he ¢om- 
mented on the chorus of approval which had 
followed his previous article, and quoted, 
among others, the following: 


“Conditions change so fast in our Ameri- 
can life that we must plan broadly rather 
than particularly for the long future; and 
the more we confer upon our children the 
right of responsibility in solving their own 
problems, the more we shall benefit.”—Albert 
Britt, president Knox College. 

“Excellent intention is only part of a 
perfect gift and * * * it is possible for the 
best-intended public giving to result in harm 
instead of benefit.”—Lewis C. Pierson, chair- 
man Irving Trust Company. 

After citing the large amounts of principal 
already disbursed by such foundations as the 
Rockefeller and the Commonwealth Fund, 
Mr. Rosenwald shows the same trend in the 
new foundations such as Senator Couzen’s 
Fund of $10,000,000 for children, which must 
be spent in twenty-five years (calling for 
out-payments at the rate of approximately 
$700,000 a year); and comments: “We need 
not be alarmed at the thought that the whole 
fund will be exhausted—other donors will 
provide, and meanwhile vigorous administra- 
tion can be expected to accomplish more than 
generations of spending in small amounts by 
men unacquainted with the donor and his 
enthusiasm.” 


Trusts That Meet Real Human Needs 
The interesting conclusion is then drawn 
by Mr. Rosenwald from the history of chari- 
table endowments, that not only is it un- 
wise to set up a perpetuity, it is impossible. 
The Egyptians, Greeks and Romans all tried 
it and failed—the Delphic Oracle, for exam- 
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pie. All have crumbled to dust, succumbing 
to conquest, confiscation, expropriation and 
the decline in the purchasing power of 
money. No one has made such an endow- 
ment last even a thousand years. We need 
not, thinks Mr. Rosenwald, be too regretful, 
since the actuating motive has usually been 
a purely selfish one, the desire to be remem- 
bered endlessly on earth or to gain favor in 
heaven. Examples of really successful en- 
dowments are those which started the Hotel- 
Dieu in Paris, or Harvard College (£750 and 
books) or Yale (£600 and books); not be- 
-ause of their initial endowments, which 
were insignificant, but because they were 
recognized to be meeting a human need, and 
so got financial support, generation after 
generation. 

Speaking more directly to our immediate 
topic, Mr. Rosenwald remarks that the ob- 
structions to social progress, inherent in 
perpetual trusts for individual beneficiaries, 
have been recognized in law and prohibited 
by the rule against perpetuities. Other de- 
vices, such as the cy-pres doctrine, have 
grown up to protect society from the ill- 
advised stipulations of donors. The difficulty 
is, however, that no one is sufficiently inter- 
ested to take the trouble to invoke such 
legal remedies as exist. And here Mr. Rosen- 
wald rather lays an indictment against us, 
saying: “In fact, often the only parties di- 
rectly interested are trust companies or sala- 
ried officers who are benefiting from the 
existing terms of the trust, however obsolete 
they may be. Under these conditions untold 
millions are tied up in the support of per- 
functory services, some of which actually re- 
tard progress.” 


Advising Against Long-Time Trusts 
Another fear expressed in yarious quar- 
ters from time to time, referred to by former 
Trust Division President Thomas C. Hen- 
nings, is that the vast accumulations of capi- 
tal flowing into the trust companies are like 
the water flowing into the Dead Sea, there 


to remain and stagnate. The suggestion 
comes from the bar (Albert A. Rosenshine, 
43 Trust COMPANIES Magazine 231—August, 
1931) that legislation may be necessary 
closely to restrict irrevocable or other un- 
wise trusts, unless the trust companies them- 
selves take these matters seriously in hand. 
That trust men are awake to these dan- 
gers is shown by such thoughtful statements 
as those of Mr. Callaway of the Guaranty 
Trust Company of New York at the Pacific 
Coast Trust Conference (Vol. LV Trust 
CoMpPANIES Magazine, p. 407) in which, 
recognizing that there are conditions where 
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The enlarged facilities, as provided in the new home 
of The Fifth Third Union Trust Co., are 
available in all fiduciary matters. 

WM. A. STARK, Vice-President and Trust Officer 


tke FIFTH THIRD [JNION [RUST > 


CINCINNATI, OHIO 


MEMBER FEDERAL RESERVE SYSTEM 


trusts are not needed, or by unwise restric- 
tions may even cause hardship, and that 
some inexperienced and obstinate customers 
are “bent upon tying up what they leave for 
just as long and as tight as the law will per- 
mit and human ingenuity devise,’ he reminds 
us that “our experience teaches us when and 
how to discriminate, and in those cases 
where the need is not present or the purpose 
doubtful, we should advise against the es- 
tablishment of the trust.” 


Dedicating Trust Funds to Productive 
Purposes 

As to the other alleged danger of a ‘Dead 
Sea” of enormous accumulations of trust 
funds, Mr. Hennings calls upon us, by pre- 
cept and practice, to demonstrate to the pub- 
lic that “Trust funds are like a clear-flowing 
stream in which a dam has been built, cre- 
ating a reservoir into which the water flows 
and is temporarily impounded, and while 
there serves aS a reserve and _ protection 
against disastrous floods, damage, waste and 
improvidence, and when permitted to flow 
out in an orderly way generates gigantic 
electrical power used in the development of 
industries to make life easy, pleasant and 
comfortable for our people, and when it 
again joins the main stream it is used to 
develop lands into production which might 
otherwise be non-productive.” 


Duty of Trust Officers 

What, then, is the conclusion of the whole 
matter? Is it not, in these troublous and 
unsettled times more than ever, the duty of 
trust men to keep steadily in view the real 
fundamental service we can render in the 
present and foreseeable future, and to steer 
ourselves and our customers away from un- 
wise attempts to provide for dimly imagined 
future conditions? In the public field we can 
point with pride to our community trusts 
and bring them to the attention of charitable 
testators, as meeting the tests laid down 


by the experience of the great foundations 
for charitable trusts; sound investment of 
the funds by experienced corporate trustees, 
the wisest procurable contemporary adminis- 
tration to best meet current social needs, 
with flexible provision for use of principal 
as well as income; the whole subject to con- 
stant public scrutiny. 

And for private trusts we can bring to our 
customers our accumulated experience in ad- 
ministering funds for individual beneficiaries 
of all types. We can decline to participate in 
selfish attempts to impose undue restrictions, 
running into the too-long future, on sound 
and mature beneficiaries, reserving our serv- 
ice for the weak, the immature, the inexperi- 
enced—cases where its protective wisdom 
has been clearly demonstrated. 

Thus, in President Britt’s fine words, shall 
we preserve to the children of those we 
serve “the right of responsibility in solving 
their own problems.” So shall we avoid the 
appearance of offering trusts as panaceas for 
all problems, and by limiting ourselves to the 
fields in which we can meet a demonstrate] 
need, find the sound satisfaction and merit 
the approval of work well done. 

Ro ae 
A. B. A. PLEDGES COOPERATION 

In a message to President Roosevelt apro- 
pos of measures taken to stabilize banking 
conditions, President Francis H. Sisson of 
the American Bankers Association stated: 

“On behalf of the American Bankers Asso- 
ciation, I wish to offer my sincere congratu- 
lations for the courageous measures you 
have taken to stabilize the banking situation 
in the emergency presented and to assure 
you of our cordial support in constructive 
efforts to restore normal banking and busi- 
ness conditions. We believe your strong and 
reassuring statement to the public March 12 
should greatly aid in the restoration of pub- 
lic confidence upon which recovery must be 
based.” 
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A Detail of the Trust Department 


PROVIDENT services in ancillary 

administration in Pennsylvania have 

been helpful to banks and trust 

companies in all sections of the 
United States. 


PROVIDENT 


TRUST COMPANY 


OF PHILADELPHIA 


AMERICA’S PIONEER mY 7 LIFE INSURANCE TRUSTEE 
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BURROUGHS 
TRUST 
MACHINE 


accounting system can benefit by 


Among special Burroughs features which 

save time and promote accuracy and neat- 

ness is the key which permits correcting 
amounts before printing or adding. 


od od 


OTHER NOTABLE ADVANTAGES 


Totals and balances printed by one depres- 
sion of the balance key. No copying, figure 
by figure, from adding dials. 


Flat surface for quick insertion and accurate 
alignment of forms. Cylinder platen for 
speed in posting. 


Decreases are automatically subtracted and 
marked by minus symbol. 


O. D. balances designated by symbol, in red. 


Carriage automatically tabulates and aligns 

dollars under dollars, and cents under cents 

—no decimal tabulator keys to select and 
depress. 


Keyboards—typewriter and adding machine 
—condensed in small area for efficient 
operation. 


Complete date—month, day and year— 
printed automatically. 


Closed accounts automatically designated 
by the symbol ““O”—prevents using previous 
balance. 


BURROUGHS 
TIME-SAVING 


ADVANTAGES 


Regardless of a trust department’s account- 


ing system, Burroughs Trust Machine 
provides special Burroughs features, many 
of them automatic, that make posting 
faster, simpler and easier. 


Trust officers, especially, appreciate the 
neat, accurate, up-to-date records furnished 
by this new Burroughs machine... as well 
as the practical, definite economies it 
effects in time, labor and expense. 


For full particulars, telephone the local 
Burroughs office, or write Burroughs Add- 
ing Machine Company, Detroit, Mich. 


Burroughs 





Me UPUUUTUOUOUCDIELEPURILPDLLLIIU OPPO PEEP OUEETOOOCOOUROOUOUAOROPLSAISSSEATIRIDESLILILILPPOCOPUOUSUPETEOOORPOEOOEOOPOPSSPSREISEISLIELIDHITiTtieitnne 


PROVISIONS OF A STANDARD POLICY FOR COMPLETE 
FIDUCIARY LIABILITY INSURANCE 


DESCRIPTION OF FORM EFFECTIVELY USED BY TRUST COMPANIES 
OF CLEVELAND 


HENRY PIRTLE 
Assistant Trust Officer, The Cleveland Trust Company 


(Epiror’s Note: At the recent Mid-Winter Trust Conference held in New York City 
a report was submitted by a special Committee on Liability Insurance of the Trust Division, 
A.B. A., which is studying the question of formulating a standard policy of liability insur- 
ance for corporate fiduciaries both in their corporate capacities and as individuals, to meet 
all contingencies. This report was published in the February issue of Trust COMPANIES. 
The following article describes a standard form of liability insurance for fiduciaries which 
has been in effect among Cleveland trust companies for several years and which, the author 
states, appears to meet with all the requirements sought by the special committee.) 


N the report of the special Committee on 
Liability Insurance for Fiduciaries re- 

cently made to the Trust Division of the 
American Bankers Association, as reprinted 
in the February number of Trust COMPANIES, 
the committee stated that it “proposed to 
begin at once the study of the question of 
formulating a standard policy of liability 
coverage for corporate fiduciaries which will 
meet all contingencies as outlined herein.” 
The writer has felt that “the craft’? may be 
interested in a description of the provisions 
of a policy form which is now in force in 
favor of the larger trust companies in Cleve- 
land and which seems to provide the full 
coverage sought by the committee. 

It is noted that A. Holt Roudebush, vice- 
president of the Mississippi Valley Trust 
Company, of St. Louis, is one of the members 
of the committee. An article by Mr. Roude- 
bush upon this subject appeared some years 
ago in Trust COMPANIES, in which the 
author reviewed a number of court decisions 
which awarded damages against fiduciaries 
for alleged injuries to third persons result- 
ing from conditions in the trust property 
from which the courts imputed actionable 
negligence by such fiduciaries. A further dis- 
cussion of this important topic appeared in 
a recent issue of TRUST COMPANIES. 

Liability Problems Encountered by 
Cleveland Trust Companies 
The trust companies in Cleveland had car- 


ried for some years the standard form of 
general public liability policy. The policies 


now in effect resulted from a conference fol- 
lowing refusal of the insurance company 
which carried the “protection” for one of 
the largest companies to accept liability or 
to defend against a claim asserted under cir- 
cumstances which had ‘ttheretofore been 
thought fully within the terms of the exist- 
ing policy. The case arose, as the writer 
recalls, under a rental agency agreement and 
paralleled some of those cited by Mr. Roude- 
bush. An examination of all existing policies 
disclosed widely differing provisions and it 
was doubted whether circumstances similar 
to those in many of the cases discussed by 
Mr. Roudebush would have been covered. Of 
course, so long as the insurance company 
should settle promptly or reimburse for all 
claims presented, omissions from or defects 
in the policy were not material but a busi- 
ness depression had come and possibly the 
public were more prone to make claims for 
minor injuries and to magnify their import- 
ance during such times of leaner income. 
The problem to be solved was not simple. 
As rental agent, the trust company had 
charge of numerous properties which it man- 
aged completely for the owner-beneficiary. It 
held the legal title to many other parcels of 
real property—private residences, apartment 
houses, office buildings, store rooms, hotels, 
and vacant land, situated not only in Cleve- 
land but elsewhere in Ohio and in other 
states in the Union. Its officers, as nominees, 
probably then had title to various estates 
in still other properties. Possibly other 
titles were in corporations, all or a majority 
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of whose shares were held in some of the 
trusts. In none of these properties would 
the.trust company or its nominees have any 
beneficial interest. Yet, consider again some 
of the actual cases reported by Mr. Roude- 
bush where such wholly innocent fiduciaries 
were penalized in damages, for no part of 
which they could receive reimbursement from 
the trust estate. 


Variety of Situations 

The trustee’s repair man reported a fallen 
shutter due to rusted hinges. Repairs were 
immediately ordered and charged to the es- 
tate but later it was asserted that when 
the shutter had let go, it had fallen upon a 
workman. Cost, $10,000 to the trustee in- 
dividually. The trustee leased a farm to a 
tenant who procured a license for a dog on 
the farm. A person passing in the lane by 
the farm was bitten by the dog. Cost, $400, 
costs and attorney’s fees out of the trustee’s 
pocket. 

A person was injured by a defect in a 
sidewalk in front of a lot held by an admin- 
istrator under order of court. The admin- 
istrator was held liable and could not charge 
the estate. Snow and ice slipping off a roof 
of a building owned by the trustee injured 
a passerby, at the individual cost of the 
trustee. An administrator was held liable 
personally for damage to the stock-in-trade 
of another concern caused by a bursting wa- 
ter tank on the roof of a building in charge 
of the administrator. 

An executor carrying on the business of 
the testator in accordance with his instruc- 
tions was individually liable in damages for 
a personal injury caused by negligence of 
the driver of one of his trucks. The same 
was true in the Ohio case where the executor 
was operating an office building wherein a 
passenger in the elevator was injured. An 
executrix operating a logging locomotive in 
a business in the State of Washington was 
held liable personally for a forest fire on 
adjoining property. 

A situation similar to almost any one of 
the actual cases described by Mr. Roudebush 
could easily arise in any of the estates man- 
aged by any of the trust companies, no mat- 
ter how careful and prudent in operation 
the trustee, executor or administrator might 
be. No part of such loss could be charged 
to the estate. Discussions of the problem 
were had among the representatives of the 
trust companies in these conferences and 
also with representatives of the liability un- 
derwriters. A form of policy was evolved 
which, it seems, should go a long way toward 
furnishing the necessary protection. 


TRUST COMPANIES 


Since it is possible that both the fiduciary 
and the beneficiary may be sued in ‘the same 
action as joint tort feasors, it was clear that 
the fiduciary should see that some protection 
should also be afforded the beneficiary, who 
is in no way responsible for the conditions 
chargeable in law to the fiduciary. It is 
conceivable that in such action a recovery 
may be had by the plaintiffs both against the 
fiduciary and against the beneficiaries. Not 
only will the fiduciary be compelled to pay 
the judgment against him out of his own 
pocket but the beneficiary will also expect 
the fiduciary to reimburse him for the recov- 
ery against him too. It seems only reason- 
able that such a liability of the beneficiary 
should not be charged to ‘the fiduciary indi- 
vidually, whose negligence may only be such 
as is imputed by technical law, but should 
be one of the burdens to be assumed by the 
beneficiary as a charge against the trust 
estate. Accordingly, the cost of protection 
against such a contingency should ‘be recog- 
nized as an expense properly chargeable 
against the trust estate. 


Description of Liability Policy in Use 

A description of the new policy will be of 
interest. It contains the usual provisions 
found in all standard liability policies but 
differs somewhat in the following important 
respects. The fiduciary only is named as the 
assured. The policy requires the underwriter 
“to pay” (as distinguished from mere in- 
demnity or reimbursement only after the as- 
sured has actually paid money from its own 
funds in satisfaction of a judgment after 
the trial of the issues) the damages to the 
injured person as well as consequential dam- 
ages to other persons, for illustration, to the 
husband or wife of the injured person for 
loss of services and expenses. The accident 
insured against is not only one occurring on 
the premises or adjacent ways for the cover- 
age also extends to any accident occurring 
elsewhere if caused by the employee of the 
fiduciary in performance of his duties away 
from the premises. There is no restriction 
of indemnity against liability for any in- 
jury by reason of ownership, care, mainte- 
nance, occupancy or use of the premises. All 
court costs taxed in any suit are payable in 
addition to the face of the judgment and not 
merely in those suits which may have been 
“defended by the insurance company.” 

There is no exclusion from coverage for 
injuries from structural alterations or im- 
provements; injuries to or by certain minors, 
by draft animals or vehicles; from manufac- 
ture or presence of explosives; injuries be- 
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The only medium 


through which the rulings, past or 
current, of the New York Stock 
Transfer Association are made 
available is The Stock Transfer 
Guide and Service. In addition 
to the rulings of the association 
this Service also shows, in in- 
stantly accessible form, just what 
documents, waivers, endorse- 
ments, etc., are necessary for the 
transfer of any security, regard- 
less of what state’s laws may be 
involved. Used by practically all 
leading transfer agents, and by 
estate, bank and trust company 
attorneys. Write for particulars. 


THE, CORPORATION TRUST COMPANY 
120 Broadway, New York, N. Y. 








fore the premises are completed for occu- 
pancy; injuries from elevators or shafts or 
from operation of elevators by certain min- 
Limitation of action by the fiduciary 
against the insurance company to twelve 
months after the right of action accrues and 
customary restriction as to agents of the 
insurance company are omitted. The declara- 
tions are not made warranties. 

There is no restriction as to the location 
of the premises in any particular place or 
state and the policy also includes “fixtures 
and personal property used in connection 
with” the insured premises. 


ors. 


Protective Provisions for Assured 

Whereas in some of the current forms of 
policies the premium is based on estimates 
of area and frontage, the assured being re- 
quired to pay for any actual excess, the 
present policy carries a fixed premium. The 
insurance company makes inspections of 
such premises as are known to ‘be covered 
by the policy. The policy also automatically 
extends to cover any additional premises con- 
sisting of real property or interests or es- 
tates therein when such estate, right, title, 
interest or possession of the fiduciary shall 
come into existence. It is not necessary that 


the assured fiduciary itself shall be aware 
ot such estate or right. This may become 
very important as indemnification against 
unsuccessful litigation caused by the unau- 
thorized act of some person who has re- 
corded a deed conveying title of some kind 
to the fiduciary or where some appearance 
of title may be given through some other act 
without knowledge of the trust company. 
Since all the facts may have to go to the 
jury, the fiduciary may find to its sorrow 
that ‘the verdict may charge it with title and 
therefore with responsibility. 

The assured may cancel or eliminate any 
specific property after such automatic coy- 
erage ‘by giving written notice to the com- 
pany. The assured is to furnish annually to 
the company a statement of all parcels com- 
ing within the terms of the policy during the 
past calendar year and this statement will 
be the basis of the premium charge but any 
omission of a parcel will not in any way 
affect coverage by the policy. Adjustments 
of premium are allowed upon a pro rata 
basis for properties added and properties 
canceled. The premium is so fixed that the 
amount chargeable for each particular par- 
cel can be charged back to the trust. 
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INCORPORATED 1864 


SAFE DEPOSIT AND TRUST CO. 


OF BALTIMORE 
13 SOUTH STREET 


CAPITAL, $2,000,000 


SURPLUS AND PROFITS OVER $3,890,000 


OFFICERS 
JOHN J. NELLIGAN, CHAIRMAN OF BOARD 
JOSEPH B. KIRBY: PRESIDENT 


VICE-PREs. 
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ANDREW P. SPAMER 
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THOMAS B. BUTLER ° - SECRETARY 
CHAS. F. LECHTHALER ° REAL ESTATE OFFICER 
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EDGAR H. CROMWELL - ASST. TREAS. & ASST. SEC. 
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RAYMOND E. BURNETT - e ° - AUDITOR 
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JAMES S. ASHER - . + ASST. AUDITOR 
CHALMERS S. BRUMBAUGH STATISTICIAN 


DIRECTORS 


JOHN J. NELLIGAN NORMAN JAMES 


WALDO NEWCOMER 


BLANCHARD RANDALL ROBERT GARRETT 


“The word, ‘assured,’ whenever the same 
appears in this policy or in any indorse- 
ments attached to this policy shall mean: 
the Blank Trust Company, trustee and/or 
guardian and/or executor and/or adminis- 
trator and/or agent and/or any other fidu- 
ciary or agency relationship and/or any cor- 
poration, a majority of whose voting cor- 
porate shares are held by the Blank Trust 
Company in any of its trust departments in 
or under a fiduciary capacity and/or any 
other person, individual or corporate, who 
shall in any manner become enfeoffed or 
seized as a fiduciary for the use and benefit 
of the Blank Trust Company and/or any 
‘additional assured.’ ” 

“The words, ‘additional assured,’ wherever 
the same appear in this policy or in any in- 
dorsements attached to this policy shall 
mean: donor and/or donors, beneficiary and/ 
or beneficiaries, cestuis que trust and/or 
cestuis que trustent of the premises covered 
under this policy.” 


Coverage Granted to Beneficiary 


Coverage granted to the fiduciary shall 
not be impaired in any manner by any act 
of the additional assureds and, likewise, no 
notice from the insurance company to any 
additional assured shall in any manner im- 
pair the rights of the fiduciary under the 
policy “unless an executive officer of the 
assured shall have had knowledge of such 
act and have acquiesced therein in writing.” 
The policy covers acts only by the fiduciary 
and not acts by the additional assureds. Any 
settlement effected of any claim shall be so 
drawn as to protect the additional assureds. 


SAMUEL M.SHOEMAKER HOWARD BRUCE 


JOSEPH B. KIRBY J. EDWARD JOHNSTON 


EDWIN G. BAETJER 


MORRIS WHITRIDGE LYMAN DELANO 


A clause concerning protection of the addi- 
tional assureds reads: 

“The coverage granted under this policy to 
the assured is extended to cover the legal 
liability (including the liability imposed by 
law upon the assured for consequential dam- 
ages resulting from loss of service and ex- 
penses caused by such injuries) of any addi- 
tional assured or additional assureds as re- 
spects any bodily injuries accidentally suf- 
fered or alleged to have been suffered by 
any person or persons, including death re- 
sulting at any time from such injuries, 
which bodily injuries or death is caused by 
the negligence of the assured, within the 
terms of this policy.” 

The policy permits the fiduciary to pro- 
cure and maintain other insurance coverage 
against the same risks. In the event of loss 
the recovery against the insurance company 
is limited to the proportion borne to the 
total amount of such valid and collective 
insurance. “If there is other insurance in 
force procured and maintained by any per- 
son other than the assured, and the assured 
under this policy is included under such 
other insurance policy or policies, then the 
coverage under this policy shall be excess 
over such other yalid and collectible insur- 
ance.” 

The foregoing is an outline of the most 
interesting features of the new policy. It is 
recognized that the whole question is in the 
experimental stage ‘but it is hoped that this 
review ‘will serve as a contribution toward 
the study of the problem now to be made by 
the Committee of the Trust Division of the 
American Bankers Association. 





TRUST SERVICE MEASURES UP TO NEW SOCIAL AND 
ECONOMIC DEMANDS 


GUIDANCE AS TO PROPER POLICIES AND STANDARDS 
R. M. SIMS 


President of the Trust Division, American Bankers Association and Vice-president of the American Trust 
Company of San Francisco 


(Epitor’s Norte: 


This banking and economic crisis gives renewed accent to the 


necessity in American financial and banking affairs of subordinating craving for profits 
to those elements of trusteeship which find their best expression in trust service as interpreted 
by responsible trust company and bank managements. The record of trust service through 
this strenuous period, although not endowed with infallibility, has demonstrated a degree 


of integrity and stability which stands forth clear and unimpeachable. 


Mr. Sims, in his 


recent addresses as president of the Trust Division of the A. B. A., at the recent Trust Con- 
ference and banquet in New York, strikes a note of confidence and courage which cannot 
fail to give new incentive to all those engaged in the performance of sacred trust obligations.) 


VERY business these days has its prob- 
lems. The depression has brought dif- 
ficulties to the administration of trust 

affairs. These problems and difficulties we 
are confronting and working out with the 
interest of our beneficiaries solely at heart 
and only in mind. From these problems and 
difficulties we are learning lessons that will 
enable us to assist our customers in avoiding 
the pitfalls of the past and escaping the evils 
of future depressions, if such calamities 
should come again. 

I am frank to say that trust men would 
have been spared many of their troubles if 
persons and corporations doing business with 
trust institutions had heeded the suggestions 
made and accepted the advice given by wise 
and experienced trust officials. We may 
have been at fault in the past in not being 
insistent that our suggestions be considered 
and our advice accepted. But I have found 
it difficult to prevail upon a leading corpora- 
tion lawyer with pride of authorship to 
modify his trust indenture after it had been 
put in print, or to counsel a_ speculative 
trustor on the wisdom of conservative in- 
vestments. You all have had the same trou- 
ble. Now, however, the worm has turned, 
and has come back to earth. 


Increased Reliance upon Trust Service 
and Experience 


Our personal customers are willing to 
listen to conservatism. Our corporate clients 
are seeking the results of our experience. 


The time has come when we are being more 
sought after and more relied upon, and when 
we can render a larger and more responsible 
service. Our services are sought now not 
only because of our continuity of existence 
and efficiency of operation, but also from a 
growing appreciation of conservatism in in- 
vestments and a greater desire to safeguard 
the family’s future, and from a fuller under- 
standing of our experience in fiduciary af- 
fairs and our disinterested conduct in the 
discharge of our fiduciary duties. We must 
look forward to a finer future, with a firm 
conviction as to what constitutes fiduciary 
business and a definite desire to assist in 
putting such business in shape to be success- 
fully administered, so as to satisfactorily 
safeguard the rights of interested parties. ... 
Until every corporate trustee can have 
for its guidance a satisfactory statement of 
policies approved and standards set by the 
experienced trust companies, and generally 
accepted by their customers as safe, and by 
the public as proper, there will be uninten- 
tional instances in individual cases of a 
departure from the road of rectitude fol- 
lowed by the corporate trustees as a whole. 


Code of Proper Trust Policies and 
Practices 
As we have now no such authoritative 
statement the public has before it no stand- 
ard by which to measure the merits or weigh 
the worth of trust institutions and determine 
whether any criticism of corporate trust 
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service should be directed at trust companies 
in general, or should be aimed at an indi- 
vidual institution that has departed in some 
particular from the standards uniformly ob- 
served. 

I am happy to say that the Executive Com- 
mittee of the Trust Division of the Ameri- 
can Bankers Association has under prepara- 
tion a statement of proper policies and prac- 
tices but cannot advise you when this will 
be available. 

The basis of the phenomenal growth of 
trust institutions is the high plane of fidel- 
ity and conservatism on which you have 
placed trust business and the unselfish and 
disinterested conduct of the trusteeships 
which have come to your care. <A further 
reason for the growth of trust institutions is 
that their customers in addition to their 
sense of security are satisfied with the serv- 
ice rendered and pleased with the personnel 
who render this service. Some of the as- 
sistant trust officers may come in the cate- 
gory of “The Unknown Men,” as far as the 
executive heads or boards of directors may 
know, but the development of the trust de- 
partment is due greatly to these patient, con- 
scientious, humane employees whose con- 
stant contact with the customers makes for 
the success or failure of these institutions. 


They are a fine, faithful body of professional 
men and I am happy to say a word in recog- 
nition of their work and in appreciation of 
their accomplishments. 

We are willing to admit that our judgment 


has not been infallible. In the past few 
years the prudence and conservatism of no 
one has been sufficient to avoid some depre- 
ciation in values and some diminution of 
income. However, we have learnt and 
profited from our experiences to avoid the 
pitfalls of the past and to render a more 
efficient and conservative service in the fu- 
ture. 


Unusual Problems Encountered in Trust 
Performance 

It is simple to say 'that we act as execu- 
tor or trustee but such service does not 
merely mean the rendering of routine work 
or the performance of perfunctory duties. 
An estate or trusteeship often involves assets 
of a questionable character and securities 
consisting largely of common stocks, or some 
family business or corporation, all of which 
some years ago it would have been reason- 
able to sell at once. 


Under present conditions in most instances 
a sale is not possible either at all or only at 
such price as would represent a terrific loss. 
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The retention or sale of such assets call for 
the fullest investigation and the best exer- 
cise of judgment by trust executives. 

Take the instance of a business that comes 
with an executorship. With the passing of 
the owner and operator the morale of the 
organization lets down at once. The cor- 
porate executor must supply the leadership 
and direct the operation to prevent the col- 
lapse of the ‘business which would mean un- 
employment for many and loss of the estate 
for the family. Such situations call for all 
the ability, wisdom and resourcefulness of 
the trust executives and have given anxious 
hours and gray hairs to many trust men in 
these past two years. 


Salvaging Wreckage 

Banking officials are ordinarily not con- 
cerned with such humane considerations. 
Their duty now is largely pressing the debtor 
for payment without regard for consequences. 
When the estate comes to the trust depart- 
ment, indebted to the banking department, 
the situation becomes acute and complicated. 
Such situations would be avoided if fore- 
seen, but they come without possibility of 
avoidance. While the loaning officer may be 
a roaring lion in his efforts to collect still we 
find that the controlling pc’icy in such situa- 
tions is to assist the trust department in sal- 
raging the wreck so as to save some sub- 
stances for the dependent heirs. 

I think that the executive officers find more 
gratification in the working out of one of 
these difficult and embarrassing trust prob- 
lems than they do in securing the payment 
of a loan, or accomplishing a corporate re- 
organization. This is so because of the per- 
sonal and human relationship which is ap- 
purtenant to trust service. To work out these 
personal problems is of greater interest and 
more serious concern than the technocracy 
of mechanical banking. As time passes and 
troubles end, you will find that your devoted 
attention to the welfare of your trust bene- 
ficiaries and your successful efforts on their 
behalf, will rank foremost in your accom- 
plishments and redound best to the prestige 
of your institution. 


Trust Department Now the Most 
Important Element 

It is gratifying to say that trust service 
has ceased to be an ancillary department of 
a bank, established to meet competition or a 
growing demand, without appreciation of the 
duties and responsibilities of a fiduciary. The 
trust department is now the most important 
element of the bank. While you appreciate 
and value the earnings you have a better 





TRUST COMPANIES 


and broader vision of the service you offer 
to the public, and give your first considera- 
tion to the faithful and disinterested dis- 
charge of your duties in all fiduciary capaci- 
ties. You are guided by the principles that 
a trustee is a conservator and not a specula- 
tor, that a trustee must make no profit di- 
rectly or indirectly from his trusteeship, ex- 
cept the fees allowed for services, and that 
he must exercise in the discharge of his 
duties, the judgment that a prudent man 
with knowledge of affairs must exercise in 
the care of the property of others, and in 
the matter of investments, must use all the 
care and skill that he has, or can acquire. 
To this end you have given the considera- 
tion of trust investments to the best in- 
formed and most experienced officials of your 
institutions. 

In the human service you are rendering by 
this department, you are actuated for the 
welfare of your beneficiaries by the elements 
of sympathy, fidelity and courage that 
throughout the ages have inspired greater 
leaders to forget their selfish interests, and 
give their finest thoughts and best efforts to 
a great cause—not for the sake of reward, 
but because of the character of the cause 
and pride in the support of some great en- 
deavor that makes for the improvement of 
conditions and the betterment of humanity. 


Trust Men Serve the Cause of Humanity 


The cause of trust men is the cause of 
humanity. Their duties involve the consider- 
ation of the future welfare of the child to 
be; the support and maintenance and edu- 
cation of the child in being; the conservation 
of property for the careful and considerate 
business man who wishes to safeguard his 
family and dependents. The cycle of their 
contacts runs from the cradle to the grave 
and even beyond for the maintenance and 
support of those whom the passing parent 
has left to their care. 

The trustee must provide for the support 
and education of the orphaned child. He 
must counsel wisely with the widow. He 
must maintain the insane and the incompe- 
tent. He must be able to adapt himself to 
the temperaments, suspicions and prejudices 
that are as varied as the number of custo- 
mers he serves. He must bring courage to 
the timid; he must teach modesty and fore- 
bearance to the strong and aggressive; he 
must impart prudence to the imprudent; he 
must be friendly without being subservient ; 
rigid and unyielding when circumstances de- 
mand, and tolerant and considerate when to 
be so violates no part of his trust responsi- 


Ancillary Service 


in Minnesota 


—— needing probate or 

other attention in Minnesota 

will be economically and expertly 

managed by this 40 year old 

Trust Company. Let us handle 

your Northwestern trust business 
for you. 
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bility. Though often disappointed he must 
never be discouraged. He must preach and 
exercise conservatism in the investment of 
trust funds; frugality in the expenditure of 
income, and be ready at all times to account 
to the court or to his beneficiaries for his 
stewardship. 

The public has gazed with growing ap- 
proval upon the fidelity and conservatism 
with which these duties have been performed 
and have evidenced this approval by their 
continued and growing use of the trust serv- 
ice rendered by corporate trusteeships. With 
this growth your trust officers have grown 
also in wisdom, experience and sympathetic 
understanding. They know that theirs is an 
active and not a passive 'trusteeship and that 
to render satisfactory service they must 
not content themselves with rendering a 
service for the dead but must go further and 
plan with the living for the proper protec- 
tion of his estate before the time comes for 
the passing. So as'to prosper and profit from 
the cumulative confidence of the community 
they are learning daily to give more con- 
sideration for the future with the definite 
desire to assist interested clients in putting 
their affairs in shape to be successfully ad- 
ministered, and properly conserved. 
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“Why we bought a new 
accounting machine 
during “hard times” 


THE PRESIDENT: We’ve got to have immediate informa- 
tion at our finger-tips these days. Our Improved Reming- 
ton Accounting Machine brings facts to us so we can act 
upon them while they’re still news. Without increasing 
our staff, this machine enables us to operate on a reduced 
sales volume and smaller profits. It’s paying for itself. 


THE TREASURER: On collections many of our old 2% 
ten day customers are taking from 30 to 90 days to pay. 
I’ve got to keep track of these accounts. If I don’t, we 
stand to lose money. The Improved Remington Account- 
ing Machine gets these facts to me fresh every day, while 
they still represent today’s conditions. 


THE ACCOUNTANT: I’m the “bulls-eye” in the target 
for hundreds of requests for last minute facts and figures. 
Business is more competitive now, less room for guess- 
work. But with the Improved Remington my department 
doesn’t get jammed. We can get out any figures on a 
minute’s notice without increasing our overhead a penny. 


IMPROVED 
REMINGTON 


more efficient in 


Faster: 


Now you have power-driv- 
en tabulator ... back spac- 
er... Smift key... date 
key ... numeral... line 
spacing ... and carriage 
return. All devices are 
scientifically located for 
speed and convenience. 


Stronger: 

New, heavier carriage re- 
turn stands many extra 
years wear. New, stronger 
tabulating mechanism in- 
sures proven accuracy. 
This permits a_ longer 
period of depreciation. 


Easier to Operate: 


The Improved Remington 
has the largest number of 
genuinely automatic fea- 
tures of any one account- 
ing machine. Standard 
keyboard ... ten numeral 
keys .. . practical front 
feed . . . full visibility 
makes it easily adapted to 
any method of bookkeep- 
ing. Let us prove that your 
business needs this Im- 
proved machine and needs 
it now! Write for a free 
demonstration today! Ac- 
counting Machine  Divi- 
sion, Remington Rand Inc. 
Buffalo, N. Y. 


IMPROVED Remington ELECTRIFIED 
ACCOUNTING MACHINE 
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ADVANTAGES OF CENTRALIZING TRUST 
MANAGEMENT 


SOME NOTABLE RESULTS OBTAINED BY GROUP 
BANKING ORGANIZATIONS 
JAMES ESMOND NEVILLE 


Assistant Secretary, Northwest Bancorporation, Minneapolis 


(Epiror’s Note: 


Whatever future changes in the American banking structure may 


‘grow out of this severe testing period, the fact remains that some important lessons have been 
taught by the experience of successfully conducted group banking organizations, particularly 


as regards efficiency and economy in trust department operation. 


The following article 


describes group banking in relation to trust service and what has been accomplished by the 
Northwest Bancorporation in concentrating trust management while at the same time 
expanding trust facilities to smaller and more sparsely settled communities.) 


UCH has been heard concerning 

nearly every probable effect of so 

important a change in the country’s 
banking system as statewide branch banking, 
but very little about the general effect of 
such liberalization upon trust companies or 
the trust departments of banks. 

Before the sentiment for branch banking 
had crystallized and the Glass Dill was 
drawn, the problem of the operation of trust 
companies or trust departments relative to 
the changing order of things already was be- 
ing considered by the group banking organi- 
zations. Beginning in the first month of 1929 
and with rapid progression through that 
year and 1930, the idea of group banking had 
taken form. The great number of bank fail- 
ures, most of them small banks in country 
towns, not only caused much distress but 
left many communities without banking serv- 
ice. There was a manifest need for some- 
thing to help stabilize banking conditions and 
maintain confidence. Out of it grew a num- 
ber of group banking organizations. 


Developing Efficiencies and Economies 

EKighteen or twenty such groups of impor- 
tance now are operating. In the area north 
and west of Chicago three major groups were 
created, Northwest Bancorporation and First 
Bank Stock Corporation with Minneapolis 
headquarters and Wisconsin Bankshares 
Company of Milwaukee. As group banking 
contemplated that every organization becom- 
ing a member should retain its own charter, 
its own officers, directors and capital, main- 


tain its identity and individuality and con- 
tinue to operate as before except for such 
supervision and control as the parent com-: 
pany might exercise, a problem affecting 
trust company business soon arose. ‘The 
larger banks that went into these groups in 
Minneapolis, St. Paul and other centers had 
trust company departments or were affiliated 
with separately chartered trust companies, 
many of long standing. A number in smaller 
towns had trust departments. 

How best to conserve and develop trust 
company business soon became a considera- 
tion. 

An illustration of what 
after a period of analysis is afforded by 
Northwest Bancorporation. This organiza- 
tion in extent of territory covered and num- 
ber of affiliates is the largest of the groups 
and its experience may be taken as indica- 
tive. In this group there are 126 banking 
affiliates, located variously in eight states; 
Minnesota with 55 banks, North Dakota 16, 
South Dakota 20, Iowa 5, Montana 14, Ne- 
braska 7, Washington 2, 7 


was arrived at 


and Wisconsin 7. 
Additional to these banks there are 12 live- 
stock loan companies or similar organiza- 
tions, making the total number of affiliates in 
the group in all respects, 138. 

This group has in the greater centers one 
bank with $5,000,000 capital, one capitalized 
at $3,000,000, one at $1,100,000. There is a 
trust company with $1,000,000 capital whose 
charter is the oldest of any trust company in 
the Northwest. One institution combining 
national bank and trust company facilities is 
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1875 


cting in every 
corporate fiduciary 
capacity in lowa for 
more than fifty-seven 
years. 


IOWA’S LARGEST BANK 


lIOwA-DES MOINES 


NATIONAL BANK 
& TRUST COMPANY 


bated with 
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sapitalized at $2,000,000, two of like charac- 
ter have $1,000,000 each, and one in a larger 
city has $350,000. In the group there are 
also seventeen others in smaller cities with 
capital ranging between $25,000 and $300,000, 
each with a name bearing the words “Bank 
and Trust Company.” 

Northwest Bancorporation developed many 
efficiencies and economies as the organization 
grew. In the larger banks of the group new 
business or business extension departments 
long had been maintained. An early coordi- 
nation of this work on lines that should avoid 
duplication of effort was worked out. 


Investigation of the Trust Field 

Much of what was done in the earlier de- 
velopment of the groups was original. With 
no exactly comparable organizations previ- 
ously existing very little experience was 
available for guidance. There was some 
thought that trust business might be devel- 
oped along existing lines, that the trust de- 
partment of every small bank should en- 
deavor to bring its volume higher and that 
facilities, as the field then was covered, 
should be increased. A bureau or division of 
trust development activity in Northwest Ban- 
corporation office in Minneapolis directing 
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this effort, it was thought, might prove ef- 
fective, and such a bureau tentatively was 
formed. Before entering upon any definite 
long-time policy, however, the corporation 
profited by the experience of the larger trust 
companies in the group and supplemented 
this by exhaustive investigation in the field. 
This was done without disturbing existing 
relationships. 

The idea that business of volume could be 
developed in the smaller organizations hav- 
ing trust departments lost ground. After 
thorough study and analysis the corporation 
concluded that trust business cannot effec- 
tively or profitably be widely disseminated. 
In the organization of the banking groups a 
stated purpose that found favor with the 
public was the carrying of service out to the 
country. This was one of the most popular 
features of group banking. When branch 
banking was being considered, in the hear- 
ings held by Senate and House committees, 
and later when the proposals in definite form 
were before the Senate, one of the important 
arguments presented by its proponents was 
that it would mean the extension of adequate 
facilities to many small communities now 
greatly in need of them and make possible 
the resumption of service, in the country 
towns of intermediate size, many of which 
were without a bank as result of the con- 
tinued failures the country over. 

Group banking brought the prestige and 
strength of the entire organization into any 
small bank that became a member and to an 
appreciable extent strengthened the financial 
position of the small town. It afforded more 
efficient service in many ways, for the affili- 
ated bank itself in matters advisory relating 
to bond investments and other features, and 
enabled the small bank, in turn, better to 
serve its community. Through connections of 
its larger city banks with commercial or 
industrial concerns having branches, or do- 
ing business on an inter-state or national 
basis a group organization was able mate- 
rially to help its smaller affiliates in securing 
new business and building up volume in com- 
mercial banking. 


Concentration of Trust Management 
sut this was not true of trust business. It 
was found that there is a limit soon reached 
beyond which a bank offering trust facilities 
in too small a town cannot hope to build up 
business, and that it is difficult for such a 


bank to secure volume necessary to produce 


sufficient revenue to make possible the main- 
tenance of trust service facilities of highest 
order. Based upon its own investigation the 
corporation concluded that the handling of 
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Empire Crust Company 


MAIN OFFICE: 
Equitable Building 


120 BROADWAY, NEW YORK 


FIFTH AVENUE OFFICE: 
Empire Trust Company Building 
580 FIFTH AVENUE. Corner 47th Street 


HUDSON OFFICE: 
Metropolitan Opera Building 
1411 BROADWAY, Corner 39th Street 
LONDON OFFICE: 


28 CHARLES STREET, HAYMARKET, S.W. 


AGENT FOR THE SALE OF UNITED STATES, NEW YORK STATE and PENNSYLVANIA 
STOCK TRANSFER TAX STAMPS 


Empire Safe Deposit Company 
SAFE DEPOSIT VAULTS AT ALL OFFICES 
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trust business is not a field into which the 
smaller banks can enter with much hope of 
and that it can best be developed 
by the larger institutions in the group. 

A general principle long known that the 
development of trust company business rare- 
ly warrants extensive effort in cities of less 
than 100,000 population was, of course, in 
mind, but no such principle is arbitrarily ap- 
plicable to the Northwest. 


success 


Extending Trust Facilities to Smaller 
Communities 
Such an assumption to fit the situation in 


the states north and west of Chicago would 
have to be qualified. There are entire states 
in that area, several of them served by af- 
filiates of Northwest Bancorporation group, 
where there is no city of 100,000. Neither 
North Dakota, South Dakota or Montana, for 
example, has a city of that size nor have the 
first two any city even closely approaching 
it. The fixing of 100,000 population is rather 
a determination of an approximate unit of 
population from which a _ profitable trust 
business may be derived but states in which 
the population exceeds 600,000 necessarily 
should be fields for trust company develop- 
ment even though the business must gravi- 


tate into a few institutions in population cen- 
ters under 100,000. So the problem for 
Northwest Bancorporation in these states, 
unlike what it would have been, for example, 
in a smaller, more densely populated east- 
ern state, was how to make available the 
highest possible service for clients in these 
more sparsely settled commonwealths while 
bringing the business into such concentration 
as would create the necessary volume. 

Acting upon the recommendation of a com- 
mittee made up of experienced men within 
the organization Northwest Bancorporation 
recently decided to confine trust activities 
to eleven banks in the group instead of main- 
taining it longer in twenty-five. There will 
be four in Minnesota, two in Nebraska and 
one each in North Dakota, South Dakota, 
Iowa, Montana and Washington. 


Major Difficulties Encountered 

Reasons why there is greater difficulty in 
obtaining and conserving trust business in 
the smaller towns will readily occur to any- 
one familiar with trust company operation. 
Some of the major difficulties found by 
Northwest Bancorpceration in its survey 
were: 

Administrative——There is an accumulated 
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A NEW ORLEANS MAHOGANY PLANT 


New Orleans 


XLII 
Mahogany 


New Orleans is the largest mahogany market 
in the world; New York, Liverpool and London 
ranking next in importance. 

Three New Orleans lumber mills import an 
average of 25 million feet of mahogany annu- 
ally, give employment to more than 800 men 
and produce lumber whose value averages 
$5,000,000 annually. 

New Orleans takes the greater part of the 
mahogany logged in Mexico, Guatemala, Hon- 
duras, Nicaragua, Costa Rica, Cuba and Africa; 
converts it into mahogany boards and trans- 
ports this lumber to furniture centers of the 
United States and many foreign countries. 


Hibernia Bank & Trust Co. 


New Orleans, U. S. A. 


This is number 43 of a series of advertisements about 
New Orleans which we a — continuously 
since 








experience in the larger companies, making 
it possible to handle administrative matters 
without delay because of the frequent recur- 
rence of problems of the same general char- 
acter. 

Accounting—In the larger centers the 
system of accounting as a rule is more effi- 
cient and based on longer experience. 

Volume.—It is difficult to handle trust 
company business profitably unless it can 
be obtained in large volume. The cost of 
operating a small trust department not only 
is greater in proportion than that of operat- 
ing a department where the volume is large, 
but the expense of operation decreases in 
greater than ordinary ratio as the volume 
becomes greater. 

Attitude of Patrons.——Many persons in 
small towns desiring to make provisions for 
the care of their estates or other trust mat- 
ters prefer doing business with larger or- 
ganizations. Men of means who are quite 
satisfied to carry their personal and business 
accounts with their local small-town bank 
are more hesitant about leaving the control 
of their estates, with the legal and adminis- 
trative problems that are sure to arise, in 
the hands of a smaller organization. 


Results from Operation of Group Banking 

Branch banking state wide, by national 
banks, will not change this situation, unless 
it operates to confirm or strengthen what 
already has been arrived at. Any branch 
may originate business requiring the atten- 
tion of an efficient trust department—but its 
attitude towards its customer doubtless will 
be to do everything possible for him as an 
intermediary but to pass on to the parent 
bank the actual administration of the trust. 
Initial contact service, of a general informa- 
tive or explanatory character, will be avail- 
able in any branch as a part of its regular 
service. But the customer, all investigation 
indicates, so far from expecting full service 
at the point of contact will, on the contrary, 
welcome such direction as will put his af- 
fairs into the hands of a larger unit, where 
there are the highest facilities for its safe- 
guarding and administration. 

What really may be recorded as result of 
experience of the past several years is that, 
in the operation of group banking, many 
problems that would have had to be met 
more directly or abruptly, in a_ transition 
more direct, will be found to have been 
worked .out by the intermediary of group 
banking in degree to make the operating 
methods that have been arrived at applicable 
under state-wide branch banking. 

There has, of course, been no lack of in- 
terest in the operating methods of the greater 
branch banking groups long existent nor any 
hesitancy to benefit by their experience. But 
that could be only anticipatory. Except for 
their activity in setting forth a grave situa- 
tion in the country that calls for relief, and 
voicing their support of the provisions of the 
Glass bill—in their belief that therein is the 
remedy, the group organizations could not 
concern themselves with branch banking. But 
in the operation of their own business the 
groups have successfully worked out many 
problems that, important to them as they 
now are organized, will be sure to be present 
as well under state-wide branch banking. 


i? 2 
~ 


The Marine Midland Corporation of New 
York announces that all of the twenty-t'vo 
banks affiliated with that organization are 
conducting normal banking business in their 
respective communities. 

Various proposals are pending in the New 
York legislature for guarantee of deposits, 
notably the Dunnigan bil. It is currently 
stated that Governor Lehman is not in sym- 
pathy with bank deposit guarantee legisla- 
tion. 
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Plant Maintained ... 
Rates Reduced .. . 
Operating Expenses Cut 


During 1932, the Engineers Public 
Service Company helped to maintain 
the financial position of its subsidiary 
operating properties, thus fulfilling 
one of the major functions of a holding 
company. Supervisory services were 
rendered, as in the past, at cost, 
through a company wholly owned by 
the operating companies themselves. 
Maintenance of plant, together with 
credits to the reserves for retirement 
of obsolete property which were in- 
vested in improvements to plant, took 
15.7% of the year’s gross earnings. 


Operating expenses were reduced 
17%, while notes payable and bank 
debt were about cut in half and con- 
solidated cash balances increased 
18%. Further reductions were ef- 
fected in residential and commercial 
rates charged the public. Use of elec- 
tricity in the homes served continued 
to advance, although this increase did 
not quite match the decrease in rates. 


The 68 page annual report of this 
company, now available, gives full 
details of the past year’s operations. 
Among the contents are comparative 
income statements and balance sheets 
for this company, for each of its sub- 
sidiaries and for the group; historical 
record of consolidated and individual 
earnings; analysis of earnings and 
expenses by departments; securities 
owned; and capitalization data. 


Earn- 


$44,835,078 


Consolidated Balance for Re- 
serves and All Dividends.. 13,136,135 


Consolidated Gross 


Net Income of Engineers 
(Top Company) 


E. P. S. Preferred Stock Out- 
standing in Hands of Pub- 
lic (full dividends on each 
class of this preferred stock 
were paid during 1932).... 


3,799,134 


430,012 
shares 


Inquiries may be addressed io C. W. KELLoae, President 


ENGINEERS PUBLIC SERVICE COMPANY 


90 BROAD STREET e New York 
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Annual Statements December 31, 1932 


THE TRAVELERS 


Hartford, Connecticut 
L. EDMUND ZACHER, PRESIDENT 


THE TRAVELERS INSURANCE COMPANY 
Sixty-ninth Annual Statement 








ASSETS RESERVES AND ALL OTHER LIABILITIES 


United States Government Bonds $80,545,615.00 Life Insurance Reserves. . .$559,335,165.47 
Other Public Bonds . . . . 88,947,727.00 Accident and Health Insurance 
Railroad Bonds and Stocks . . 76,551,628.00 Reserves. . . .  9,475,162.90 
Public Utility Bonds and Stocks 70,477,391.00 Workmen’s Compensation and 
Other Bonds and Stocks. . . 48,065,758.00 Liability Insurance Reserves . 46,287,060.93 
First Mortgage Loans . . . 108,028,112.12 Reserve for Taxes. .  3,211,402.49 
Real Estate . . . . 26,994,694.03 Other Reserves and Liabilities . 2,220,318 2.59 
Loans on Company’s policies . 122,310,510.97 Contingency Reserve. . . .  7,778,318.00 
Cash on hand and in Banks. ._ 15,086,001.79 Special Reserve . . . . . 8,039,233.50 
Interest accrued . . .  10,287,629.67 Capital. . . $20,000,000.00 
Premiums due and deferred. 26,498,431.14 Surplus. . . 18,139,869.67 
AllOther Assets . . a "699 026. 59 a 8 139,869.67 


WS Kee _ $674, 492,525.31 Totar.. . . . . . $674,492,525.31 











THE TRAVELERS INDEMNITY COMPANY 


Twenty-seventh Annual Statement 








ASSETS RESERVES AND ALL OTHER LIABILITIES 


United StatesGovernment Bonds $1,714,490.00 Unearned Premium and Claim 
Other Public Bonds . . . . = 2,209,276.00 Reserves. . ~ =» « « SONG6 SEL 76 
Railroad Bonds and Stocks. .  2,948,119.00 Reserves for Taxes. . 353,189.10 
Public Utility Bonds and Stocks —_1,623,800.00 Other Reserves and Liabilities . 541,808.19 
Other Bonds and Stocks . .  7,596,208.00 Contingency} y Reserve. . .. 1,627,399.00 
First Mortgage Loans . . . 312,500.00 Special Reserve . «3 + gh wee 
Cash on hand andin Banks. . 1,769,200.15 a $3,000,000.00 
Premiums in Course of Collection 1,851,561.33 Surplus. . . . 4,289,107.90 
Interest accrued :. .:. -.:. 95,193.46 —_—_— 
AllOther Assets... . 87.00 7,289,107.90 


eee. Ss % «ss $20, 120,434.94 Tora. . . . . . $20,120,434.94 








THE TRAVELERS FIRE INSURANCE COMPANY 
Ninth Annual Statement 











ASSETS RESERVES AND ALL OrHer LIABILITIES 


United StatesGovernment Bonds $3,024,544.00 Unearned Premium and Claim ; 

Other Public Bonds . . . . 1,228,174.00 Reserves. . . . « «+ $10,266,136.84 
Railroad Bonds and Stocks . .  2,469,173.00 Reserves for Taxes . : 254,309.98 
Public Utility Bonds and Stocks 4,170,681.00 Other Reserves and Liabilities . 33,724.36 
Other Bondsand Stocks. . 1,647,414.00 Contingency Reserve. . . . 893,292.00 
First Mortgage Loans . . . 250,000.00 Special Reserve . . . . . ~—-1,059,013.12 
Cash on hand andin Banks. . 1,907,045.29 Capital. . . .$2,000,000.00 

Premiums in Course of Collection 1,229,437.36 Surplus. . . . 1,548,110.18 

Interest accrued . . .. . 111,071.53 —_—_—_—_—— 

AllOther Assets . .4. =. .» 17,046.30 3,548,110.18 


Tora. . . . . . $16,054,586.48 Totrar. . . . . . $16,054,586.48 


MORAL: Insure in THE TRAVELERS 


All forms of insurance and annuities are available in The Travelers, furnishing compre- 
hensive insurance service to individuals, families and business firms and corporations. 
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REVISING AND STANDARDIZING LEGAL CODES FOR 
TRUST INVESTMENTS 


RECENT EXPERIENCE HAS DEMONSTRATED NEED OF CLARIFYING 
LAW AND PRACTICE 


FRANK C. McKINNEY 
Member of the New York Bar and author of ‘‘Trust Investments’”’ 


(Epiror’s Norte: 


In so far as the advancement of trust administration is affected, 


the trying developments of the past few years have served to center attention upon the neces- 
silty and the obvious advantages that must accrue from a thorough reconstruction of prin- 


ciples of law and of practice governing the investment of trust funds. 


No improvement in 


the legal code ‘can take the place of sound judgment, experience and unyielding sense of 


faithful performance. 


The fact remains that trust administration is on the threshold of 


greater responsibilities and that it is highly important to crystallize into clearly defined prin- 
ciples of law, the fundamental requirements to be observed in handling trust investments.) 


ROBABLY no great field of endeavor 

presents more difficult problems in 

times of economic and financial chaos 
than that of trust investments. Only a few 
yeais ago the problem was to find a suffi- 
cient number of diversified securities in 
which to invest trust funds legally and 
safely. Government bonds and mortgages 
on improved real estate to approximately 
60 per cent of the appraised value have al- 
ways been classed as legal and safe. Sut 
government bonds yield only a small return 
and real estate mortgages in the large cities 
are beyond the reach of small estates. 

To meet the problems of the trustee dur- 
ing the days of prosperity, many states en- 
larged their lists of legal investments to in- 
clude certain railroad bonds, public utility 
bonds and participating certificates in large 
mortgages on city properties. It was thought 
at the time that adequate provisions had 
been made in these laws to safeguard the 
investments, but the economic chaos of the 
past few years has played havoe with laws 
and court decisions and traditional policies. 

Trustees, no matter what powers of in- 
vestment may have been given io them by 
law, by wills or by agreements, have stood 
by with increasing uncertainty as values of 
sound securities dropped rapidly day after 
day. When the collapse began in 1929, they 
had no idea that the sound, authorized in- 
vestments which they had carefully made 
would melt and possibly disappear. One by 
one railroad bonds, which had appeared as 
legal investments in many states, gradually 


fell below the legal requirements. The same 
thing happened to hundreds of other invest- 
ments which for years had been considered 
perfectly safe for trustees, savings banks 
and institutions. During the past few 
months, by reason of the decline in real es- 
tate values, first mortgages on real estate 
which were carefully selected a few years 
ago have become of doubtful value. 


Problems of Retention and Sale of 
Investments 

Under such circumstances, what was the 
duty of the trustee? Should he sell sup- 
posedly safe 4 per cent and 5 per cent rail- 
road and public utility bonds at a loss and 
invest in government bonds yielding approx- 
imately 2 per cent? He hesitated, for the 
reason that if he sold the investments at a 
loss and if by chance he sold at the bottom 
when recovery was about to begin, he felt 
he would be to blame for the loss even if 
there was no legal liability for the loss, In 
most cases he did not sell. Exercising his 
best judgment he decided that it would be 
to the advantage of the estate to hold on. 
He reasoned that if the investments which 
he had made were to become valueless he 
would make a mistake in selling and re- 
investing even in government bonds. He 
thought that if the tide of destruction was 
to continue to the extent of total failure of 
the investments which he had made, then 
government bonds would likewise be swept 
away with the tide. Therefore, he held to 
the belief that the United States would not 


/ fail and that sensible prosperity would re- 
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SECURITY 
TRUST COMPANY 
OF ROCHESTER 


Rochester, N. Y. 


Funds Held by 
Trust Department 
Jan. Ist 
$34,400,000 
62,200,000 
112,700,000 
123,400,000 


Specialists in the handling of Estates 
and Trusts 


turn and that his investments would like- 
wise be restored to a normal value. 

The seriousness of the situation may be 
realized when it is pointed out that at least 
100 billion dollars is invested in one form 
of trust or another. This includes philan- 
thropic funds invested by educational insti- 
tutions and charitable organizations; prop- 
erty trusteed with banks; savings deposits 
and insurance assets. The figure does not 
include property trusteed with individuals, 
the amount of which cannot be calculated. 
These figures indicate the colossal total of 
trusteed funds in the United States. They 
have been compiled by I. Webster Baker and 
published in an article in Trust CoMPANIES 
Magazine for January, 1933. Mr. Baker not 
only calls attention to the enormous sums of 
money which are being administered by trus- 
tees, but he also analyzes the various classes 
of securities in which the funds are invested 
and shows what has happened during the 
past three years to the values of these in- 
vestments. 


Former Guides No Longer Avail 
The result is that the comprehensive lists 
of legal investments for trustees and savings 
banks which have been published by many 
of the states for the past few years are no 


longer safe guides to the trustee who is lim- 
ited to legal investments. Even our sup- 
posedly safe real estate mortgages and gov- 
ernment bonds have been slipping into the 
doubtful class. 

There are, however, at the present time a 
few words of encouragement for trustees and 
institutions. First, we are confident that 
no matter what the present value of well se- 
lected investments, the United States will not 
drift into chaos, but will gradually solve 
each and every one of tthe great problems 
which have confronted us. We believe that 
stability is not far distant. Although the 
going may be hard, we will gradually climb 
back to our places on the mountains of hope 
and into the light of sane recovery and regu- 
lated prosperity. The vigorous and continu- 
ous action of President Roosevelt and the 
force which he has displayed in contending 
against destruction should restore  confi- 
dence to every American citizen. With con- 
fidence restored and fear banished and with 
the American people solidly behind him, he 
has shown a leadership which should rap- 
idly bring us out of chaos. We are confident 
that every loyal citizen will stand behind 
him. 


Restoring Fundamental Principles of Law 


Second, and for a further word of con- 
solation, we direct the attention of trustees 
and institutions to a few fundamental prin- 
ciples of law which are old, but to which we 
may return in this new era. In appraising 
the real values in life, we are beginning to 
see that old institutions and old laws still 
have their places in social relations and in 
business. As to trust investments, the old 
leading case of King vs. Talbot, 40 N. Y. 76, 
decided in 1869, is of interest, 

Long before the more recent laws enlarg- 
ing the fields of trust investments and long 
before legal lists for safe investments were 
published, the decision in the above case be- 
came the guide for trustees in making in- 
vestments. In substance, the carefully con- 
sidered opinion was that a trustee should be 
honest in investing the trust funds and 
should exercise the care and prudence of 
the average man in selecting safe invest- 
ments. “It is conceded,” said the court, “that 
in England, the rule is, and has long been 
settled, that a trustee has power to make 
such investments in the public debt for the 
safety whereof the faith of the government 
is pledged; or in loans for which real estate 
is pledged as security, and that, although the 
terms of the trust commit the investment in 
general terms to the discretion of the trustee, 
that discretion is controlled by the above 
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“Acts 
in all 
Trust 


Capacities” 


rule and is to be exercised within the very 
narrow limit which it prescribes. As a 
purely arbitrary rule, it has no applicability 
to the conditions of this country, while a 
colony of Great Britain, and cannot said 
to have been incorporated in our law. 

“The trustee is bound to employ such dili- 
gence and such prudence in the care and 
management of the estate as in general pru- 
dent men of discretion and intelligence in 
such matters employ in their own like af- 
fairs. This necessarily excludes all specu- 
lation, all investments for an uncertain and 
doubtful rise in the market and, of course, 
everything that does not take into view the 
nature and object of the trust and the con- 
sequence of a mistake in the selection of 
the investment.” In the King case, the 
trustees had invested in the stock of sev- 
eral railway and banking corporations. 

It is unnecessary to elaborate upon the 
various obligations and duties of trustees or 
to cite the numerous decisions which have 
resulted from the many situations in which 
trustees have found themselves. The point 
is that under the present stress of economic 
conditions and without regard to securities 
which were legal when the investment was 
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made and which are not legal now, the courts 
in all cases involving investments by trus- 
tees are returning to the principles stated in 
the old case of King vs. Talbot and are be- 
ing lenient to trustees who have been honest 
and conscientious in their duties and who 
have used all the care and prudence at their 
command in making or retaining invest- 
ments. Honesty, diligence and prudence 
have become the key words in considering 
the duties of a trustee. 


Advantage of Uniform Code Governing 
Trust Investments 


TrusST COMPANIES Magazine has frequently 
advocated the necessity of uniform state 
laws governing the investment of trust funds 
by trustees. During the past few years, the 
American Law Institute, assisted by legal 
experts, has been engaged in the important 
task of drafting a restatement of the laws 
of trusts. The fourth tentative draft has 
been completed for the consideration of the 
Institute, ‘ Naturally, the draft includes a 
comprehensive statement of the legal rules 
governing the investment of trust funds. 
The American Law Institute has been suc- 
cessful in obtaining uniform laws through- 
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out the states covering negotiable instru- 
ments, and many other subjects for 
which there should be uniform laws. 


It is to be hoped that the Institute will be 
successful, not only in drafting adequate 
laws governing the great subject of trusts 
and trust investments, but that it will like- 
wise be successful in obtaining the adoption 
of such laws by all of the states. The ad- 
vantages of such a law to all of the people 
are numerous. The chief advantage is that 
so far as all of the people are concerned a 


sales 


law of this character would make possible 
the publication even from month to month 
of high grade securities for investment. The 


small investor, whether a trustee, or not, 
could be supplied with the information once 
a month by a pamphlet or otherwise and 
thus be able to judge for himself. The co- 
operation of all the states in the matter of 


uniform investments, with the aid of the 
federal government if necessary, would 


therefore be a boon to every citizen. 

Aside from the great benefit to the people 
as well as to trustees, a uniform law would 
enable trustees and their attorneys to carry 
on the administration of an estate in such 
a way that fear of litigation would be largely 
eliminated. 
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As the laws of the states now exist, it is 
exceedingly unfortunate ‘that many trustees 
are forced to act in doubt and to face litiga- 
tion over technical problems which no man 
san foresee, but which can be settled only 
by the jurisdiction under which the trustee 
is acting. At the present time the acts of a 
trustee in New York may be perfectly proper 
and legal in that state, but the same acts 
in New Jersey may be illegal. Investments 
which are legal in Massachusetts may not 
be legal in New York. And thus the story 
runs throughout the forty-eight states. with 
a lack of uniformity in state statutes and 
court decisions. It is interesting to note 
that in a few of the states there are consti- 
tutional provisions limiting trustees in their 
investments. These constitutional provisions 
were drafted many years ago and are so 
old and outworn that they have become a 
real obstacle to proper investments by trus- 
tees, 


Rewriting Law on Investments 

Never has the time been more opportune 
for the American Law Institute to draft a 
comprehensive law on the subject of trusts 
and trust investments. During the _ past 
thirty years, we have had about every phase 
of human experience. Prior to 1915, we were 
living on a reasonably normal basis. From 
1915, to 1918, we experienced the greatest 
and most devastating war the world has 
ever known. From 1918, to 1925, we expe- 
rienced the immediate after effects of the 
war. From 1925, to 1929, we traveled along 
the beautiful sky-line of unprecedented pros- 
perity in the airplane and the dirigible which 
our scientific age has produced for us. We 
were riding in the clouds at high speed. In 
1929, something went wrong with the motors 
and we not only fell to the earth, but the 
force drove us under ground, We hope now 
that we can begin to dig out. 

With all of these experiences, hardships 
and wrecks, we still believe that the able 
body of jurists in the American Law Insti- 
tute with cooperation of trust officials will 
accomplish a great service in finally obtain- 


ing the ideal of a uniform law for trusts. 
te te te 

The will of the late William Halls, Jr.. 

who was chairman of the Summit Trust 


Company of Summit, N. J., leaves an estate 
valued at $1,500,000. Bequests are made to 
numerous charities and a trust fund of 
$400,000 is provided for the widow. The 
Summit Trust Company and Harry G. Vau- 
bel are named as executors. 
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ADMINISTRATION PROBLEMS UNDER CORPORATE 
TRUSTEESHIP 


DUTIES DEVOLVING UPON TRUSTEE IN EVENT OF DEFAULT 


W. G. LITTLETON 
Vice-president, Fidelity-Philadelphia Trust Company 


(Ep1itor’s Note: 


Prevailing conditions give renewed emphasis to the care and pre- 


cautions which should govern trustees both in the acceptance and in the management of cor- 


porate trusts, securing issues of bonds and other obligations. 
of the problems which today engage the active attention of corporate trustees. 


Mr. Littleton discusses some 
He warns 


against trustees, under any circumstances, attempting to prepare documents or agreements 
relating to the creation and management of such trusts and insists upon the guidance of 


competent counsel.) 


HEN the mechanical measures re- 

lating to the physical issue of bonds 

have been given due consideration 
there arise problems of a legal and manage- 
ment nature to which trustees under cor- 
porate indentures should give close attention, 
pending the actual completion of the settle- 
ment. 

The trustee must under no circumstances 
have any hand in drafting the trust in- 
Strument. It is very necessary, however, 
that the trust officer should carefully go 
over the form of the document with counsel, 
after it is completed, so that there will be 
nothing required by it which from a business 
standpoint will not be easily workable. For 
instance, it might very well be that the provi- 
sions of the instrument creating the trust 
would require the issuance of one note, on ac- 
count of which payments would be made at 
frequent intervals over a period of years, this 
necessitating endorsements on the note by the 
trustee. This would present a mechanical dif- 
ficulty, inasmuch as the trustee in its account- 
ing methods must have the cancelled obliga- 
tion to evidence payment on account of the 
principal of the trust. Anything else would 
lead to difficulties in the work of the controll- 
ing and auditorial department, which has the 
responsibility for a check-up of the work of 
the trustee. 


Contracts Between Trustee and Mortgagor 
Corporation 


Counsel might also insert in the covenants 
of the mortgage certain contracts between the 
trustee and the mortgagor corporation as to 


compensation or allowance of interest at spe- 
cified rates on sinking fund or release moneys. 
During the life of the trust, however, this 
might operate to the disadvantage of the trus- 
tee, unless these provisions were inserted in 
a most general way, instead of naming spe- 
cifically the interest and /or what may be at 
that time thought to be the compensatory 
rates. 

The trustee should likewise be notified that 
counsel has taken every needed step in the 
matter of the examination of the title to the 
property mortgaged or otherwise pledged, 
and at the settlement there should accom- 
pany the other papers an opinion showing 
the position of the lien of the mortgage to be 
in strict accordance with the terms under 
which the bonds secured thereby are issued 
to the public. While the trustee does not 
have the responsibility for the proper posi- 
tion of the lien of the mortgage, yet it is his 
duty to see that the proper papers, over the 
signature of counsel, are produced, showing 
what that lien is. 

In the preparation of the trust document, 
there are some mechanical features the im- 
portance of which the trustee may realize 
even more than does the counsel who is en- 
gaged in drawing the papers. The older cor- 
porate indentures were simpler in construc- 
tion than the modern instrument now in use, 
and to one accustomed to the latter, doubt 
sometimes arises as to the duties and re- 
sponsibilities of the trustee under the old 
form, due to the absence of that specific enu- 
meration of duties and responsibilities which 
the modern document has. 
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Release of Property 

After the management of the trust has 
been fully started, one of the first questions 
to come before the trustee is as to the re- 
lease of property covered by the indenture. 
The clauses in the instrument usually pro- 
vide for this very fully and in many cases 
require that if real estate be released, there 
shall be conveyed to the trustee other real 
estate in place of the released property. 
Sometimes, however, there is a general omi- 
um gatherum clause which professes to bring 
within the scope of the indenture all after- 
acquired real estate, without any further 
transfer to the trustee. 

A Pennsylvania conveyancer running across 
this provision for the first time receives a 
shock, because he has always hitherto been 
taught to believe that real estate must be 
specifically conveyed in order to make it 
subject to an agreement already in exist- 
ence, which has been executed, delivered and 
recorded. The idea that after-acquired real 
estate may be subject to the lien of such an 
indenture without further conveyancing, is 
abhorrent to him, and yet there are very few 
such instruments being drawn at the pres- 
ent time that do not contain this after-ac- 
quired property clause, as it is called. It is 
one of the difficulties that must be sur- 
mounted, and where the corporate indenture 
affects property in other states, counsel must 
be extremely careful in passing upon a ques- 
tion such as this, because of the differences 
that may exist in the local laws of the va- 
rious states. At any rate, either the after- 
acquired property clause must be used or we 
must have a clause requiring further con- 
veyancing. 


Property Other Than Real Estate 

Where such releases are made, in order 
that the property securing the issue of bonds 
may be kept at full value, it may be that 
the consideration for the release will be 
property other than real estate, which will 
be given to the trustee to compensate for 
the property released. The clauses dealing 
with this phase of the subject may provide 
for investment of the proceeds in improve- 
ments and betterments to the remainder of 
the property not released. Frequently the 
older mortgage indentures will deal with this 
so generally that it will not be evident 
whether such improvements shall be those 
made subsequently to the date of the release, 
contemporaneously with it, or already exist- 
ing on the property before the release. 

The trustee in all cases relating to the 
release of property, unless the question is 
one that is clear beyond any doubt, should 
have the advice of competent counsel, for it 
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may very well be that the property desired 
to be released may be in one state and the 
situs of the replacing property in another. 
The local laws relating to the management 
of corporations and trust property in the two 
jurisdictions should also be carefully exam- 
ined, to see that there be no pitfall into 
which the trustee might blunder. 


Administration Problems 

In the management of the trust, the ordi- 
nary administration questions arising are us- 
ually simpler than those that come into ex- 
istence after there has been some failure or 
default on the part of the corporation being 
financed and assuming its convenanted duties 
under the instrument. Nevertheless, prob- 
lems do arise in spite of the most carefully 
drawn clauses by skillful counsel. One of 
them is this: How far should the trustee 
go beyond his absolutely legal duties of 
administration in getting reports on the 
condition of the mortgaged property? Should 
he make an effort to see that what may be 
called the collateral for the bonds remains 
in the same one hundred per cent condition 
in which it was on the day the bonds were 
issued ? 

It is true that many clauses are placed in 
the instrument for the protection of the trus- 
tee, and that in the absence of a specific re- 
quest on the part of a certain percentage of 
the bondholders, together with indemnity 
against costs and other expenses, he need not 
do certain things, but should he consider that 
he has an obligation to see that his trustee’s 
certificate upon the bond means more than 
that the bond is simply one of a stated issue 
and was executed under the terms of a cer- 
tain indenture? 


Equipment Trust Agreements 
Where the instrument in question is an 
equipment trust agreement, how far should 
the trustee go in obtaining inventories show- 


ing the condition of the equipment, other 
than the formal statements which he receives 
from the railroad company, the lessee under 
the terms of such an agreement? Is he 
bound to have the cars, locomotives and oth- 
er railroad equipment covered by the terms 
of the agreement, examined by his own 
agents, or is it better for the security of the 
equipment trust certificate holders for the 
trustee to rely only upon the reports of men 
skilled in the handling of rolling stock, such 
as division superintendents and other agents 
appointed under the terms of the contract by 
the trustee, such agents under the terms of 
the equipment trust agreement, being in most 
“ases employees of the railroad leasing and 
running the cars? 

The delivery of the equipment as it comes 
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from the car builders to the railroad com- 
pany lessee must necessarily be accompanied 
by a theoretical delivery to the trustee con- 
temporaneously with or immediately prior to 
the actual physical delivery to the railroad. 
This is accomplished by having the railroad 
company employee who has the actual phy- 
sical care of the equipment when it is first 
delivered to the railroad company, consti- 
tuted the theoretical agent of the trustee for 
acceptance of the equipment by the trus- 
tee under the terms of the agreement. 


The Philadelphia Plan 

In the matter of equipment trust certifi- 
eates, the favorite method of issuing these 
has recently been under what is known as 
the Philadelphia Plan. This is based upon 
the theory that the equipment trust certi- 
ficates are not bonds in any sense, but are 
certificates of ownership in the title to cer- 
tain railroad equipment that may be the sub- 
ject of the agreement, and that upon pay- 
ment in full of the rentals required by such 
agreement, the title passes without further 
ado to the railroad company, which has so 
paid in full the rentals required. 

If, however, the latter company has se- 
cured advances of money from the Recon- 
struction Finance Corporation with which to 
pay maturing equipment trust certificates, 
what will be the position of the trustee in 
regard to the requirements of that organi- 
zation that the certificates be kept alive and 
the Reconstruction Finance Corporation sub- 
rogated to the rights of the equipment trust 
certificate holders, the latter having had their 
interest in the Philadelphia Plan partner- 
ship fully liquidated? The future will have 
to answer this question completely, because 
the theory of the Philadelphia Plan is such 
that when the rentals have all been paid in 
accordance with the requirements of the 
agreement. there is no further title to the 
equipment which can be kept existing for 
the benefit of the Reconstruction Finance 
Corporation, for it has passed in full to the 
railroad company. 


Duties of Registrar and Paying Agent 

Careful provision should be made in the 
trust indenture with regard to the duties and 
responsibilities of the registrar and paying 
agent. In the opinion of the writer these 
offices in all trusts such as we have been 
considering, unless they are of very great 
size, should be held by the trustee under the 
instrument creating the trust. Matters will 
be very much better managed if these duties 
are taken care of under the same roof as 
the general administration of the trust, for 
as questions arise, they can be settled with- 
out long correspondence, and by reason of the 
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familiarity of the clerical force of the trus- 
tee with the facts surrounding the trust, 
there will be less likelihood of error. The 
objections to this method can only be theo- 
retical and are based upon the facilities for 
making an audit more independent in its ac- 
tion than is possible if all these matters are 
attended to by the company acting as trus- 
tee. 

It has been noticed that a very annoying 
practice has been developed recently of hold- 
ers tendering bonds to the sinking fund pro- 
vided for by the trust indenture, and then, 
if the market goes against the makers of 
the tender, not delivering the bonds to the 
sinking fund. This raises the question as to 
whether it would not be advisable to have a 
clause put in the indenture requiring that 
the numbers of the bonds be stated in the 
offer, and in the absence of such information 
the sinking fund trustee to ignore the bids. 
This would be a very simple and effective 
way of breaking up the present practice 
which militates very decidedly against hon: 
est bidders, 


Difficulties Attending Default 
If an event of default happen, the responsi- 
bilities and difficulties accumulate around 
the trustee’s devoted head. Suppose one oc- 
curs and the required number of bondhold- 
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ers do not get together and form a protective 
committee, and there is no one to make re- 
quest of the trustee to proceed under the 
foreclosure clauses of the indenture: What 
shall the trustee do? He can sit back with 
folded hands and say that the proper num- 
ber of bondholders have not called his atten- 
tion to the default and he has not been in- 
demnified under the terms of the agreement, 
therefore he will do nothing. This may be 
strictly within the letter of the indenture, 
but, as Scripture has it, “The letter killeth, 
the spirit maketh alive.’ Is it not a re- 
proach against any issue of bonds that the 
trustee has so wrapped himself up in non- 
responsibility clauses that his signature on 
the back of a bond is mere waste of ink? 

When the default has happened and the 
bondholders have acted and selected a _ re- 
organization and protective committee, and 
when the deposit of bonds has been request- 
ed, is it proper for the corporate trustee un- 
der the indenture to act as depositary for the 
bondholders’ committee; or should this duty 
be taken up by some other corporation which 
has no connection with the transaction? The 
best opinions on this point differ. Some of 
the most experienced men argue that it is 
more convenient for everyone if the corpor- 
ate trustee has in its possession the deposited 
bonds ‘thus insuring coordination in the 
methods which are used to protect the bond- 
holders, for the circumstances are known to 
both departments of the company and the 
handling of the securities can be done with 
less liability to mechanical mistakes. On the 
other hand, there are lawyers who are men 
of reputation in this branch of their business 
who say that nothing can be more vicious 
than to have this duplicate form of respon- 
sibility and authority vested in one organiza- 
tion. 

Separate Counsels for Trustee 


We may start off with the proposition that 
in the event of a default the trustee should 


have his own counsel, separate and distinct 
from the counsel for the bondholders, as the 
interests to be protected may be quite differ- 
ent and, sometimes, conflicting. 

A very acute problem may arise if, in the 
event of default, a bondholders’ committee 
is formed which secures the deposit of a ma- 
jority of the bonds, and the bondholders’ 
committee is represented by counsel who has 
always hitherto represented the trustee. If 
the minority bondholders who have not de- 
posited their bonds call upon the trustee for 
action in regard to the non-payment of the 
sinking fund which the trustee suspects is 
being used by the bondholders’ committee 
for the purpose of cancelling bank loans, the 
trustee must decide whether he will still rely 
upon the advice of the old counsel, or will 
take on new counsel for advice under the 
particular circumstances, bearing in mind 
that effective action may be taken by the 
trustee to defend the rights of the minority 
bondholders, but that under the terms of the 
mortgage indenture as sometimes written, 
the trustee is not absolutely required to act 
except upon the request of a majority at 
least of the bondholders, plus indemnity for 
costs, ete. 

The correct and accurate administration 
of trusts such as those we have been consid- 
ering, requires the guidance of competent 
counsel. No trust company trustee should 
under any circumstances ever attempt to pre- 
pare the papers relating to the creation and 
management of such a trust, nor should the 
work of administration, where the slightest 
doubt may arise, be done without the neces- 
sary advice from those who are expert law- 
yers in this branch of trust work. 

eo fe 

Since 1920 the trust funds in the care of 
the Camden Safe Deposit & Trust Company 
of Camden, N. J., have increased from $12,- 
500,000 to $180,000,000, representing 1,800 
estates. 
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Stopping Leaks 
in Business 


USINESS houses are 
diligent than ever before in fore- 
stalling losses. The margins be- 
tween gross and net profit do not permit 
even the smallest leak. One item of 
expense which is being more carefully 
watched is the cost of travel by execu- 
tives and salesmen. Costs are pared and 
reduced to a 


now more 


unforeseen trips are 
minimum. 

All such travel requires ready funds to 
meet day by day expenses. If these funds 
are in the form of cash there is the seri- 
ous risk of loss or theft. Such losses 
are more frequent than is generally real- 
ized. Cash in itself is a disturbing travel 
companion. The close relationship which 


exists between a business house and its 
bank makes it possible for the banker to 
materially aid in lessening these potential 
losses. 

In the same way that advice is given 
on credits, advice can also be given on 
safeguarding the firm’s travel funds. If 
organizations are encouraged to equip 
their officers and salesmen with American 
Express Travelers Cheques, a worth while 
practice is started, which soon becomes 
a routine rule of the firm. This practice 
results in an ever-increasing profit to the 
bank. 

There are many firms which have 
established this rule. It is 
precaution. 


a wise 
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(Epiror’s Note: 


in estate values and income, present a challenge to trust service. 


Existing conditions, and particularly the tremendous shrinkage 


Experience has shown 


that trust service is not static but possesses inherent qualities of adaptability to new and 


changed economic conditions. 
usefulness. 


New economic and social alignments are in the making. 


Today trust administration expands over a wide field of 


To the degree that 


trusteeship, in all its manifold relations, anticipates and meets these new conditions, it 
will acquire greater stature.) 


N discussing various ways in which trust 

departments may contribute to the public 

welfare, I do not assume for one moment 
that my ideas represent strikingly new ave- 
nues of thought or that they have not been 
considered by the institutions you represent. 
My excuse for presenting these ideas is that 
it may be interesting to you to know how 
thoroughly the type of service you can ren- 
der is appreciated by workers in an allied 
field and how fully, in the light of present 
economic conditions, the value of that service 
is recognized. 


Re-creating Estates 

A number of years ago, when we were try- 
ing to emphasize the importance of life in- 
surance company and trust company cooper- 
ation, we used to remark that the function 
of life insurance companies was to create es- 
tates and the function of trust companies 
was to conserve them. We realized, of 
course, that these functions could not be tied 
up neatly in boxes and labeled in this way, 
for the contents of each box were bound to 
overflow into the other. I believe you will 
agree with me, however, that in former 
years, trust institutions were interested 
chiefly in the trust business to be obtained 
from people with sizeable estates. They were 
bidding primarily for executorships, living 
trusts to be established by people with large 
means, or funded life insurance trusts. 

Now that so many estates have shrunk to 
small proportions or have disappeared en- 
tirely, it seems obvious that the trust insti- 
tution, if it is to make the maximum con- 


tribution to public welfare under existing 
conditions, must consider another type of ac- 
tivity. While still seeking the management 
of existing estates, it must work toward the 
re-creation and reconstruction of estates if 
some of its clients are to leave funds to be 
trusteed. Speaking as an observer, it seems 
to me that the trust institution could make a 
substantial contribution along this line, by 
offering to accept living trusts with a small 
initial deposit of cash or securities and with 
small monthly, quarterly or irregular depos- 
its thereafter, thus helping clients gradually 
to rebuild their estates. 

Under present conditions, life insurance of- 
fers the one way by which many a man may 
leave any estate at all to his family. It 
stands to reason, therefore, that the more 
clearly trust companies realize just what the 
contracts offered by life insurance companies 
can do in the present situation, the more 
valuable will be their present contribution 
to the public and, incidentally, the more busi- 
ness will they build for the future. 

I realize that the very nature of life in- 
surance eliminates its use by some trust cli- 
ents and that there are many situations 
where another method of estate accumula- 
tion may better serve the purpose. The point 
I am emphasizing is that the help of trust 
companies at the present time is greatly 
needed in helping people to begin the work 
of rebuilding estates. This rebuilding will 
have to be started on a small scale and, 
therefore, in many cases, life insurance offers 
the only possible method for replacing values 
which have decreased or disappeared. 
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“Anchors to Windward” 

Another way by which the trust institu- 
tions may contribute at this time to public 
welfare is by impressing on clients the im- 
portance of building estates that will be in- 
dependent of the vicissitudes of their own 
businesses or professions. In the life insur- 
ance business, when a man has told us that 
he didn’t need life insurance because the in- 
come from his ‘business interests or his se- 
curities, many of which were his own com- 
pany’s issues, would be more than adequate 
for his family, we have urged on him the 
necessity of an “anchor to windward” in the 
form of guaranteed life income contracts for 
his wife and children. The present situation 
has made the public recognize the soundness 
of this line of reasoning, even during a man’s 
lifetime. 

Too many professional men, such as en- 
gineers and architects, staked everything 
upon the income from their profession and, 
when their professional income fell off by 
reason of general business conditions, the sit- 
uation became serious. Needless to say, I 
am more familiar with the retirement income 
plans offered by life insurance companies 
which enable a man to build up a fund for 
his financial independence by investing sur- 


Unit of Wisconsin Bankshares Group 


plus earnings, than I am with the various 
methods of utilizing living trusts to accom- 
plish this purpose. But I think the trust 
companies are neglecting an opportunity to 
contribute toward the public welfare if they 
do not urge on their clients the importance 
of building an estate which is not bound up 
with the fortunes of their business or pro- 
fession. 

Safe Investment Medium and the Commingled 

Fund 

A third way in which trust institutions 
may at this time contribute to the public 
welfare is by offering an investment medium 
that will combine the assurance of depend- 
able income with a reasonable possibility of 
eapital gain. ‘The solution to this problem, 
of course, lies largely in proper diversifica- 
tion of investments—which, to my mind, cer- 
tainly leads toward some plan of commingled 
funds. 

I, personally, like to view ‘the insurance 
trust plan as a highly valuable option of set- 
tlement which enables the insured to provide 
for the discretionary power that cannot be 
offered by ‘the terms of a life insurance con- 
tract. In my opinion, however, the value of 
this option is going to increase as the possi- 
bilities of loss in principal or income de- 
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crease. It is my personal opinion, that trust 
institutions will be able to make a far great- 
er contribution toward public welfare when 
the commingled fund idea has been adopted 
widely enough so that the investor feels con- 
vinced that the trust institution can and 
does offer to him a degree of security which 
could not be obtained merely by the intelli- 
gent selection and careful watching of in- 
vestments on the part of an individual. 


Reserve and Retirement Funds for 
Employees 

Trust institutions can make another valu- 
able contribution to public welfare at the 
present time by assisting industry to solve an 
extremely important problem: the question 
of retirement plans for employees. The past 
few years have witnessed some tragic fail- 
ures in employee benefit plans. Some cor- 
porations have not carried their benefit 
funds separately and, during the financial 
emergency years, the money has been used 
for other purposes. Other plans have failed 
because of unsound beginnings, the amounts 
needed to follow through on the plan not be- 
ing scientifically calculated. Other concerns 
in the prosperous days invested the welfare 
funds too enthusiastically and too liberally 
in their own stock. 

Two avenues are open for the setting up 
of a special fund for individual financial in- 
dependence. One avenue is offered by the 
insurance companies through their retire- 
ment and pension plans. The other is of- 
fered by the trust institutions and I feel that 
the increasing attention devoted to this sub- 
ject, both by the life insurance companies 
and by the trust companies will be of im- 
measurable value in solving a problem which 
faces the industrial world. 


Business Insurance Trusts 

As far as business insurance trusts are 
concerned, I should like to apply to them 
some of the same comments which I applied 
to individual insurance trusts. I think that 
the time is past when life insurance and 
trust company representatives can devote 
their efforts largely to the stock purchase 
plans of outstanding corporations. In many 
moderate-sized corporations, the need for a 
stock purchase plan is extremely urgent and 
there is no question that the trust company 
can make a worth-while contribution to pub- 
lic welfare by emphasizing the advantages of 
the business insurance trust among these 
concerns. 

We can point to families who are in finan- 
cial straits today because they are not re- 
ceiving the dividends to which they looked 
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forward as their chief source of income. We 
know of cases where the question of stock 
control has interfered with the success of 
certain concerns and, therefore, with the suc- 
cess of individual employees. We must re- 
alize our responsibility, therefore, in educat- 
ing the public to the value of the business in- 
surance trust among both the outstanding 
and moderate-sized organizations. 


Selling Services on Intrinsic Worth 

In speaking of the contributions that trust 
companies can make to public welfare, I re- 
alize that I have brought life insurance into 
the picture rather prominently. I have done 
so because I felt that observations based on 
life insurance experience might be more val- 
uable to trust men than the suggestions of 
an outsider, which, again speaking from life 
insurance experience, are usually imprac- 
tical. 

During the past few years, life insurance 
companies have issued a wide variety of con- 
tracts which combine an investment element 
with annuity features. These contracts serve 
a valuable purpose and, obviously, should be 
sold on the basis of the specific needs that 
they fill. Since the plans seem to offer cer- 
tain tax advantages, however, it is necessary 
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for us to combat a tendency on the part of 
some of our representatives to sell them 
purely on the basis of tax savings, because 
we feel, in the first place, that the contract 
should be sold on its intrinsic worth and, 
in the second place, that we will have some 
dissatisfied policyholders in case future 
changes in tax laws eliminate the possible 
savings. 

Several years ago both insurance compa- 
nies and trust companies had some dissatis- 
fied clients when the ruling in regard to the 
income tax on funded trusts was changed. 
In my opinion, there was some justification 
for dissatisfaction on the part of people who 
had been urged to adopt plans of this nature 
purely on the tax-saving basis when another 
plan would have better served their purpose, 
and who then found the tax advantage elimi- 
nated. 

The public, of course, must bear part of 
the responsibility for unwise “tax-saving” 
arrangements. I realize perfectly from in- 
surance experience that a man will often 
“prick up his ears’? when you mention meth- 
ods of tax saving when he will remain per- 
fectly cold to suggestions as to hazard-proof 
investment plans for his family. Also, I re- 


alize that clients are often insistent that the 
plans arranged should hold out a promise of 
tax reduction. In spite of the attitude of 
the public, however, I think trust institu- 
tions may make a substantial contribution 
to public welfare by keeping to the fore at 
all times that the primary duty and obliga- 
tion and opportunity of trust institutions lies 
in serving ‘beneficiaries, not in saving taxes. 

Naturally, in the organization and re-or- 
ganization of estates, there may be found 
many opportunities for making tax savings 
and, obviously, these should be utilized to the 
fullest degree. But, in my opinion, trust 
companies are detracting from the value of 
the splendid service they can render to the 
public when they overemphasize tax reduc- 
tion possibilities in such a way that people 
who talk to representatives or people who 
read advertisements get the idea that the big 
value of trust company administration lies 
in the saving of a few hundred dollars in 
taxes rather than in the wonderful financial 
service you can render to their families. 

There is probably no field of endeavor 
which offers greater opportunities for far- 
reaching and distinctive service than that in 
which great trust institutions are working. 
Today they probably have larger and more 
complicated human problems thrust at them 
than any other group of men. They are now 
holding heavy responsibilities in their hands, 
but these responsibilities cannot and will not 
prevent their making a magnificent econtri- 
bution to public welfare. 

It has always seemed to me that we would 
have very little trouble in selling insurance 
if, instead of issuing annual statements 
showing disbursements in the form of death 
claims, matured endowments, ete., we could 
show the number of families saved from 
want through our income contracts, the num- 
ber of children who have received an edu- 
cation by means of insurance funds and the 
number of men and women enjoying a com- 
fortable old age through our retirement in- 
come plans. Likewise, it seems to me that 
if trust departments could show, in addition 
to the amounts paid under trust agreements, 
the financial tragedies prevented, the human 
problems solved through their efforts, they 
would have little difficulty in impressing on 
the public the tremendous value not only of 
the contributions to public welfare that they 
have made in the past but the value of the 
contributions they will make in the future. 

Ro fo fe 

Oliver J. Neibel, formerly assistant trust 
officer of the Commerce Trust Company of 
Kansas City, Mo., has become associated with 
the Penn Mutual Life Insurance Company. 
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GENERAL MOTORS FOSTERS NEW 
NATIONAL BANK IN DETROIT 


Out of the chaotic banking conditions in 
Detroit to which may be attributed the 
spread of banking holidays declared by 
states, there now emerges a new National 
Bank of Detroit with capital of $25,000,000 
and which is confidently expected to effect 
a restoration of normal conditions in bank- 
ing, business and industry, not only in De- 
troit but throughout Michigan. According to 
formal announcements, half of the capital of 
the new bank, or $12,500,000 has been under- 
written by the General Motors Company 
which has its headquarters in Detroit. The 
other half of the capital will be provided by 
the Reconstruction Finance Corporation by 
means of subscription to preferred stock. The 
plan has been approved by Secretary of the 
Treasury Woodin and represents the first 
bank chartered under President Rooseyvelt’s 
emergency act. 

Through the new National Bank of De- 
troit at least 40 per cent of deposits now 
tied up in the First National Bank and the 
Guardian National Bank of Detroit will be 
made available to depositors and of which 
10 per cent has been previously released. The 
combined deposit liabilities of the two banks 
were reported December 31st, as $560,000,000 
with combined capitalization of $35,000,000. 
The new bank will take over the liquid assets 
of the First National and Guardian National 
and assume part of the deposits. Offer will 
be made by the General Motors to all deposi- 
tors and stockholders of the old banks for 
subscriptions to the common stock of the 
new bank at the same price paid by General 
Motors, namely $50 a share. Announce- 
ment is made by President Alfred P. Sloan, 
Jr., of General Motors that the company 
hopes eventually to withdraw entirely, trans- 
ferring its stock investment to others to 
carry on the responsibility. Remaining as- 
sets of the old banks, not taken over by the 
new bank, will be made available by liquida- 
tion to depositors, through the office of the 
Comptroller of the Currency and conserva- 
tors appointed for the old banks. After all 
claims have been discharged any balance will 
be available to stockholders. 


The United ‘States Lawn Tennis <Associa- 
tion is considering the establishment of a 
trust fund for the benefit of members of the 
association and to discourage outstanding 
players from joining the ranks of profession- 
als. 


COMPANIES 


= — 


“A Dramatic Turning Point in History” 


Sensational 
timely advertising 


to restore public confidence 


America needs confidence that the turning 
point is coming. History tells how courage, 
determination, have turned defeat into vic- 
tory. So now, for use by banks, an adver- 
tising campaign that turns the pages of his- 
tory to inspiring evidence that courage will 
win—today as always. 


“Dramatic Turning Points in History’— 
thrilling stories, vivid illustrations—placed 
before the public through newspaper ads, 
booklets, statement enclosures, street car 
cards, lobby displays—each furnished com- 
plete, ready for your use—all welded to- 
gether into the most timely, convincing ad- 
vertising campaign ever published by banks. 
Only one bank in a city may use it. Write 
now, without obligation, for a demonstra- 
tion—samples, prices, instructions for use. 
A real opportunity that demands prompt 
action. Write today. 
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COST OF ESTATE ADMINISTRATION AS SHOWN BY 
SURROGATE RECORDS 


Contrasting Trust Company and Individual Administration 


The Fidelity Union Trust Company of 
Newark, N. J. publishes in a comprehensive 
booklet the interesting results of an analysis 
of 200 wills filed within the last five years 
in the Surrogate’s Court of Essex County, to 
ascertain cost of estate administration with 
comparisons as to costs of estates handled by 
trust companies and by individual fiduciaries. 
The research was conducted by a firm of 
certified public accountants at the instance 
of J. H. Bacheller, president of the trust 
company. A primary purpose was to ascer- 
tain the percentage of reduction in value 
which takes place in a gross estate, based 
on Essex county experience, and the cash re- 
quirements which must be provided against 
by life insurance or otherwise. 

The report of the firm of certified public 
accountants is made available in this book- 
let, embracing examination of 200 wills se- 
lected at random in which estates 
amounted to $50,000 or over. In the 200 
estates with total aggregate value of $65,500,- 
713, the depreciation due to debts, personal 
taxes due from debts, ete., was $3,910,492, 
or 5.97 per cent. Total cost of administra- 
tion was $6,203,875, or 9.47 per cent which 
meant a total reduction value in the gross 
estate of $10.114.367 or 15.44 per cent. That 
was the amount of cash and insurance which 
would have been necessary if the estates 
had been passed to the beneficiaries intact. 
Actually, however, as shown by statistics 
in the booklet, the amount of cash on hand 
was much less, 


gross 


An analysis of individual executors showed 
that, including co-executors, there were 181 
executors in the 100 estates managed by in- 
dividuals. Of these 23 were either husband 
or wife, 59 sons or daughters and 99 distant 
relatives or persons outside the family. 
Actually, cash and insurance in the 200 es- 
tates analyzed, amounted to 4.94 per cent of 
the assets of the gross estate, leaving a net 
shortage of 10 per cent between the average 
amount of depreciation in the 200 estates 
and the actual cash and insurance available, 
representing the amount of insufficient cash. 

The 100 estates handled by individuals had 
a total aggregate value of $29,961,796, with 
depreciation due to debts, taxes before death, 
ete., of $2,543,610, and allowance and taxes 
of $3,297,331, making a total tax reduction 


of value in the gross estate of $5,840,942 or 
19.50 per cent. In the 100 estates handled 
by trust companies the aggregate value was 
$35,538,916. The depreciation due to debts, 
ete., was $1,366,881 and the allowance and 
taxes were $2,906,544—a total reduction in 
value of $4,273,425 or 12.02 per cent. The 
comparatively favorable record for trust 
company administration is contrasted in ex- 
hibits of percentages taken against the gross 
estate at the time of death. Statistics are 
also shown as to percentage of reduction in 
those estates handled by New Jersey trust 
companies as contrasted with those handled 
by trust companies located outside of the 
state. 

In his summary of the analysis of estates 
in Essex County the president of Fidelity 
Union Trust Company, J. H. Bacheller, 
dwells upon the significance of the compara- 
tive statistics from actual Surrogate Court 
records and says in conclusion: 

“Family protection through a_ carefully 
thought out will is too often postponed. At 
all times, and especially in periods of general 
depression, the average estate needs expert 
attention, and will-making becomes an eco- 
nomic duty. Jf your will contains cash be- 
quests, and these are not on a_ percentage 
basis, it is important that you reanalyze 
your plans in view of present conditions. 
You are urged to consult with your lawyer 
about this matter, and with us as to our 
services.” 


ASSOCIATION OF BANK WOMEN 
APPOINT COMMITTEE HEADS 

The following committee chairmen were 
named at a recent meeting of the board of 
directors of the American Association of 
Bank Women which was held at the First 
Wisconsin National Bank of Milwaukee, 
Wis.;: Anetta Foster, Grand Rapids, Mich., 
finance; Grace S. Stoermer, Los Angeles, 
membership; Sarah J. MacLeod, Cleveland, 
publication; Rose F. McKenna, San Fran- 
cisco, resolutions; Catherine Olney, Worce- 
ster, Mass., editorial; Elizabeth Krouse, Chi- 
cago, revision; and Helen Knox, New York 
City, publicity. Miss Agnes M. Kenny of 
the First Wisconsin National Bank, is presi- 
dent of the association. 
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POLICIES FOR ACCEPTANCE AND ADMINISTRATION 
OF PERSONAL TRUSTS 


EXERCISING DISCRETIONARY POWERS AND TYPES OF TRUST OBLIGATIONS 
TO BE AVOIDED 


HAROLD ECKHART 
Secretary, Harris Trust and Savings Bank, Chicago 


(Epiror’s Note: Experience, especially within the past few years, has impressed 
upon trust officials the wisdom of giving preference to quality rather than quantity in the 
development or acceptance of new trust business. That does not imply that trust men should 


side-step responsibilities or seek the path of least resistance. 


It does mean that the trust 


department should be kept free from undesirable commitments or obligations that are alien 
Mr. Eckhart discusses this phase with accents 


to the proper discharge of trust functions. 
of long experience.) 


LL of us, no doubt, have observed 

that when there is great business 

activity, or when adverse conditions 
require unusual concentration of energy and 
thought, fundamental principles are some- 
times overlooked. ‘Therefore, it is desirable 
that occasionally, at least, some of the more 
important principles should be considered 
and a restatement of them made. Most of 
the things I am about to say are probably 
familiar, but it seems desirable that an at- 
tempt be made to state rather briefly the 
more important policies which should be fol- 
lowed in the acceptance and administration 
of personal trusts. 

Because of the very nature of trust busi- 
ness, as conducted by corporate fiduciaries, 
the public has come to regard the trust com- 
panies as more or less public institutions. 
This feeling has, without doubt, been fos- 
tered to a large extent by the advertising 
issued by the various trust companies. While 
such an attitude is perhaps a desirable one, 
it is necessary for those of us who are re- 
sponsible for the conduct of the business of 
the trust companies constantly to keep in 
mind that satisfactory service can be ren- 
dered only so long as such institutions are 
operated at a reasonable profit. For this 
reason, we should be on the alert to see that 
so far as feasible, unprofitable ‘business is 
not accepted and that the business accepted 
is efficiently handled. 


Distinctions in Acceptance of Voluntary and 
Testamentary Trusts 


Obviously, there is a difference in the de- 


gree of selection which can be exercised with 
respect to voluntary trust business and testa- 
mentary trust business. In the case of trusts 
created by will, usually not much can be 
done in determining the nature and extent 
of the trust property at the time the will is 
made for the reason that substantial changes 
may take place during the lifetime of the 
testator. However, the trust company 
should, wherever possible, work with the 
testator’s attorney in the preparation of the 
will, so that 'the experience of the trust com- 
pany in the administration of trusts may be 
availed of. Also, there should be more re- 
luctance to decline undesirable trusts under 
wills than under agreements for the reason 
that the testator died reposing confidence in 
the trust company named in his will and 
that confidence should be respected. 

In the case of voluntary trusts, it is, of 
course, possible to avoid some of ‘the prob- 
lems which occur in testamentary trusts. In 
the first place, the character and condition 
of the property to be placed in trust can 
definitely be determined. Before such a trust 
is accepted, a list of the securities should 
be carefully examined to determine whether 
or not they will be satisfactory investments 
in the hands of the trustee. Likewise, other 
property should be carefully examined to 
ascertain its suitability as a trust invest- 
ment. In the event the prospective settlor 
should be unwilling himself to dispose of 
unsatisfactory items, the trust should not be 
accepted unless it is definitely understood 
that the trustee immediately upon assuming 
its duties will proceed with the sale of such 
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Company’s own investment staff. 
In addition, they are under day- 
by-day review by outside invest- 
ment counsel—thus receiving 





continuous supervision from 
two independent investment 


organizations. 


Our Booklet Explains 


FIDUCIARY 
TRUST COMPANY 
OF NEW YORK 





One Wall Street 





items. Moreover, the investment policies of 
the trustee should be clearly understood by 
the settlor in order that he may not be dis- 
appointed with the investment program fol- 
lowed by the trustee. 


Business to Be Avoided 

During these times, we all know of many 
cases where owners of property have done 
a poor job in handling it and there is an 
inclination on the part of some of them to 
want to lay their affairs in the lap of a 
trust company with the hope and expectation 
that a miracle may be performed, whereas 
a major operation is necessary. Not only is 
such business unprofitable because of the 
yast amount of work required in putting the 
trust fund in workable condition, but it may 
also be practically impossible to accomplish 
satisfactory results. Also, there are many 
instances where the owner of securities feels 
that he desires to have a trust, whereas, as 
a matter of fact, what he really has in mind 
is an active trading account under the super- 
vision of the trust company. No argument 
is needed to demonstrate that such business 
is not satisfactory either from the viewpoint 
of the customer or the trust company. 

One thing which should be approached 
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with a great deal of caution is the acquisi- 
tion by a trustee of a controlling interest in 
a corporation. Such an appointment obvi- 
ously leads to grave responsibilities and it 
is seldom that a corporate fiduciary can 
conduct a going business more successfully 
than an individual or individuals who own 
stock representing control. Where large 
blocks of stock, but less than control, are 
to be held in voluntary trusts, the instru- 
ment should contain provisions relieving the 
trustee of responsibility for retaining the 
stock during the settlor’s lifetime. 

Also, to be strictly avoided, are those trusts 
proposed by persons who seek thereby to de- 
prive others of their rights. Few, if any, 
trust officers are there who are not ap- 
proached from time to time by persons en- 
deavoring to defraud or delay creditors or 
prevent the other party of an impending 
marital crash from collecting what may prop- 
erly be due, but I believe it can truthfully 
be said that few trust men have knowingly 
become parties to such transactions. 


Although other departments of the trust 
company or bank are recognized as fruitful 
sources of desirable trust business, they may 
also be the source of unprofitable accounts 
unless the trust officers take a firm stand. 
Those of us connected with institutions hav- 
ing two or more departments know that offi- 
cers and employees who would not dream of 
making a loan at less than the customary 
interest rates, furnishing an abstract of title 
or guaranty policy without adequate charge, 
or selling a bond or mortgage without an 
attempt to make a profit, seem to feel that in 
some cases the trust department should per- 
form services for their customers at 
than the usual fees. Even though it may 
be argued that because the customer's busi- 
ness with the other departments is very 
valuable he should be given special consid- 
eration by the trust department, his business 
with that department should stand on its 
own merits. 


less 


Where Caution Is Necessary 

Great care should be exercised in the 
preparation of the trust agreement, which 
should, wherever possible, be drawn by coun- 
sel selected by the settlor. Experience has 
demonstrated that as a general rule, the in- 
vestment provisions should be very broad. 
especially in those trusts which are likely 
to be in existence for some years. It has 
been said that no generation is wiser than 
its successor, and the truth of this state- 
ment is demonstrated in those instances 
where the makers of trusts have endeavored 
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to define too closely the investment program 
for a long period in the future. 

-articularly to be avoided are unusual and 
complicated investment provisions. In most 
instances, the attempts made by settlors 
along those lines have worked to the distinct 
disadvantage of the trusts and the benefi- 
ciaries. 

Trust officers and their assistants in the 
past have for the most part been very prone 
to acquiesce in, and in many cases even to 
suggest, the appointment of an individual 
co-trustee or the designation of one or more 
individuals who are to be consulted in re 
spect to and investments. While in 
some cases the appointment of an individual 
co-trustee or the designation of one or more 
persons whose approval of certain transac- 
tions must be obtained is desirable, the ap- 
pointment of a single corporate trustee is 
satisfactory for a large majority of trusts. 


sales 


Drawbacks of Co-Trusteeships 

The same arguments which apply to the 
appointment of a corporate trustee as against 
an individual trustee or trustees apply with 
almost equal force against the appointment 
of an individual co-trustee or co-trustees or 
the designation of one or more individuals 
who must be consulted with respect to sales 
and investments. With market conditions 
such as have obtained for the past several 
years, many opportunities for advantageous 
action on the part of trustees have been 
lost through the necessary delay in confer- 
ring with individual co-trustees or advisors. 

Many settlors, apparently with the idea of 
paying a compliment to their wives and per- 
haps in some cases as a compromise for not 
leaving property outright to them, desire to 
name their wives or widows, as the case may 
be, as co-trustees or require that their ap- 
proval be obtained before making sales and 
investments. Although it is true that in some 
cases a woman is familiar with her hus- 
band’s affairs and may have excellent busi- 
ness judgment, the contrary is true in a ma- 
jority of the cases. Aside from the fact that 
such appointments in many cases prove a 
detriment rather than a benefit to the trust, 
it throws an undue burden and responsibility 
on the wife or widow. All of us know of 
cases where a wife or widow has had to be 
a party to long and complicated negotiations 
involving the trust property which have 
taxed her strength and health. 

In those cases where it seems desirable to 
have an individual co-trustee or co-trustees 
or one or more individuals whose approval 
must be obtained, or where such an appoint- 
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ment or designation is insisted upon by the 
settlor, appropriate provision should be writ- 
ten into the trust instrument to prevent un- 
usual delays in taking the necessary and de- 
sirable action. 

In order to obviate non-action in the event 
of a disagreement between the corporate 
trustee and the individual trustee, it is de- 
sirable that the trust instrument indicate 
which of the trustees should prevail in case 
of disagreement. In those cases where 
the trustee is required to receive the ap- 
proval of one or more persons before making 
sales or investments or taking other action, 
it should be provided that unless the trustee 
receives such approval or disapproval within 
a specified time after sending a written no- 
tice of the proposed action, that the cor- 
porate trustee be permitted to take the ac- 
tion it proposes. The length of such a period 
naturally will vary with individual cases, 
but it should be only long enough to cover 
reasonably prompt action on the part of the 
individuals. 

Another very desirable provision is that 
which permits the individual trustee to dele- 
gate to the corporate trustee from time to 
time all or any part of his duties and au- 
thority. Such a provision is especially use- 
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ful in those instances where the individual 
trustee is absent for substantial periods of 
time. 


Questions Relating to Irrevocable Trusts 

When, and under what circumstances an 
irrevocable trust may properly be used pre- 
sents a question of more than ordinary im- 


portance. Such a trust should be created 
only when it serves an important purpose 
and then it should be made certain that the 
settlor clearly understands that he cannot 
revoke it or make substantial changes in the 
agreement and that the provisions of the in- 
strument conform with his wishes so far as 
feasible. Some trust companies require that 
the agreement contain a statement to the 
effect that the settlor has had the nature of 
the trust fully explained to him and that he 
clearly understands that he cannot revoke 
the trust or make major changes therein. 
The appointment as successor trustee is 
quite often looked upon as a rather matter of 
fact proceeding, but there are a number of 
angles to such situations which should be 
carefully considered. Where the appoint- 
ment of a successor trustee is desired by 
settlors or beneficiaries because they are dis- 
satisfied with the existing trustee, it is well 
to proceed very cautiously. Your first im- 
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pulse probably is that here is an opportunity 
to get some business away from one of your 
competitors. In most cases, however, it will 
very likely be found that the dissatisfaction 
is caused by the attitude of the settlor or 
the beneficiaries and it is probable that if 
your competitor has been unable to please 
the settlor or beneficiaries, as the case may 
be, there is likelihood that you will be unsuc- 
cessful in that respect. 

In most states, it is not safe to accept an 
appointment as successor trustee without an 
accounting to a court of equity and the ap- 
proval of the acts of the existing trustee. 
Where such an accounting is not had, the 
successor trustee may be held liable for acts 
of the predecessor trustee. 


Fixed Fees and Reasonable Compensation 

You are, of course, all familiar with the 
request frequently made by prospective set- 
tlors that a statement of the fees to be 
charged by the trustee be included in the 
trust instrument and all of you, no doubt, 
are now administering some trusts where in 
the earlier days of the history of your insti- 
tution a definite commitment as to fees was 
made. Even now, I understand that there 
are trust officers who feel that it is not 
only proper but desirable definitely to state 
the trustee’s fees in the trust instrument. 

So far, I have never heard of any other 
business institutions or professional peopie 
who are willing to commit themselves on 
prices or fees for a long or an indefinite 
period of time. Imagine, for instance, a 
manufacturer or jobber who would be so 
unwise as to contract to manufacture or sell 
goods at a fixed price for a period of a few 
years, not to mention indefinite periods. It 
seems equally unwise for a corporate fidu- 
ciary definitely to commit itself to a fixed 
schedule of fees for the life of a trust which 
runs for at least several years. 

To meet the very natural desire of a set- 
tlor that he have some assurance as to the 
fees which will be charged, it should be 
pointed out to him that the trustee for selfish 
if for no other reasons cannot afford to 
charge exorbitant fees. All responsible trust 
companies desire to remain in business for a 
long time to come, and unless their fees are 
reasonable, they cannot long continue in busi- 
ness. 

Proper Wage for Trust Service 

Furthermore, the settlor should be _ re- 
minded that a trustee is always subject to 
being brought into court for an accounting 
which includes the question of the reason- 
ableness of fees. If statements such as these 
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do not appear to give the settlor the neces- 
sary assurance, just try putting him in the 
place of the trust company. If he is a busi- 
ness man, ask him if he would agree to 
manufacture or sell goods at a definite price 
for a number of years in the future. If he 
is a professional man, ask him if he would 
be willing to perform professional work many 
years in the future for fees which at the 
present are reasonable. So far, I have never 
known of a case where even those persons 
who are sometimes inclined to be unreason- 
able have failed to see the justice of the 
trustee’s position when the matter has been 
put to them in that way. It may also well 
be pointed out that fees may be revised down- 
ward as well as upward, and if the fees were 
definitely fixed, the trust would be at a dis- 
advantage. 

The general observation of trust men is, 
I believe, that there is no reason in those 
cases where settlors desire it, why a letter 
should not be written by the trust company 
stating what the present fees are for the 
particular piece of business being considered 
and that although the fees may be revised 
as conditions change, they will always be 
in line with those charged by other respon- 
sible trust companies in the locality for per- 
forming similar services. 


Alert Attention to Trust Investments 


When the appointment as trustee under 
the will or agreement has been accepted, the 
trustee should immediately give careful con- 
sideration to the securities and the property 
comprising the trust fund to determine what 
part, if any, may be unsuitable for the in- 
vestment of trust funds. In the event market 
conditions are adverse, or there are other 
reasons why an immediate sale of unsatis- 
factory items is not desirable, or possible, 
the first opportunity thereafter should be 
availed of to dispose of such property. Such 
action should be taken not only for the pur- 
pose of serving the best interests of the 
trust, but to relieve the trustee of liability 
for continuing to hold property unsuited for 
the investment of trust funds. 

Facilities should be provided for a con- 
stant and careful review of the trust invest- 
ments to the end that it may be determined 
when property which at the time of its ac- 
ceptance of purchase was a proper invest- 
ment may cease to have that character. 
Every reasonable safeguard should be pro- 
vided to make certain that all matters re- 
ceive the necessary attention at the proper 
time. For example, in the case of funded 
insurance trusts and other instances where 


“TRUST SERVICE EXCLUSIVELY” 


CALIFORNIA 
TRUST COMPANY 


LOS ANGELES 


You can-with contidence—delegate 


to us the responsibility of repre- 


senting you in any trust capacity. 


OWNED BY 


CALIFORNIA BANK 


Which today ranks 51st among the 
100 largest banks of the United States 


it is necessary to pay premiums on life in- 
surance, it is desirable to take advantage of 
the automatic loan provisions of the insur- 
ance policies to prevent the liability which 
might arise through failure to pay a pre- 
mium when due. 


Exercise of Discretionary Powers 

The exercise of the discretionary powers 
often given to trustees calls for a full un- 
derstanding of the requirements of the bene- 
ficiaries and the purposes which the settlor 
desired to serve. Naturally, cases vary 
greatly, but it seems that where the amount 
of income to be paid to a particular bene- 
ficiary or beneficiaries is within the discre- 
tion of the trustee that an effort should be 
made to put the trustee, so far as feasible, 
in the position the settlor of the trust would 
occupy in the event he were then living. The 
character and tendencies of the respective 
beneficiaries, as well as their previous and 
present social standing, are factors which 
must be weighed. Obviously, the most diffi- 
cult cases are those where the trustee must 
determine whether or not a particular benefi- 
ciary or beneficiaries are entitled to pay- 
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ments of principal because of having fulfilled 
or alleged to have fulfilled certain require- 
ments specified in the trust instrument. Diffi- 
cult as these questions sometimes are, it has 
never seemed to me that a corporate fidu- 
ciary should unduly discourage the inclusion 
of reasonable provisions of that kind in a 
trust instrument. Many of them have worked 
out very satisfactorily and they give an 
added human touch to our business which 
I believe we will all agree is desirable. 

A word of caution should perhaps be ut- 
tered with respect to acting upon the advice 
and opinions of a legal counsel. Although 
action taken upon the advice or opinions of 
careful and experienced attorneys is usually 
correct, the trustee may not assume that 
such actions are not subject to review in the 
event it should be called to an accounting. 
Therefore, in addition to using care in the 
selection of legal counsel, the trustee must 
satisfy itself so far as it can that the ac- 
tion taken in conformity with the advice of 
such counsel is proper. Some trustees en- 
deavor to limit their liability in this respect 
by requiring that there be inserted in the 
trust instrument a provision to the effect 
that they may not be held accountable for 
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action taken in accordance with the advice 
of counsel selected by them and believed to 
be competent. While such a provision may 
be effective in some jurisdictions, too great 
reliance should not be placed in it. 


Entire Frankness Should Obtain 

It is only natural that corporate fiduciaries 
should desire to administer business en- 
trusted to them in a manner which is pleas- 
ing to the settlors and beneficiaries. The 
growth of the trust business obviously de- 
pends very largely upon the degree of satis- 
faction which customers of the trust depart- 
ments experience in their dealings with those 
departments. Moreover, trust officers and 
their assistants being human also derive sat- 
isfaction in feeling that they have pleased 
their customers. But the efforts to please 
settlors and beneficiaries, desirable as such 
efforts are, should not be carried to the ex- 
tent that sound trusteeship and the provi- 
sions of the respective trust instruments are 
placed in the background. 

Therefore, in those instances where the 
trust instrument makes no provision for con- 
sulting with beneficiaries respecting invest- 
ments and other matters, it is usually unsat- 
isfactory, as well as unwise, for the trustee 
to be guided by the wishes of the beneficia- 
ries respecting investments and other ques- 
tions of policy. If a beneficiary or benefi- 
ciaries in such cases are asked for their ap- 
proval or opinion respecting a proposed in- 
vestment and their attitude is contrary to 
that of the trustee, the trustee is faced with 
the necessity either of acting contrary to the 
view expressed by the beneficiaries or sub- 
stituting their judgment for its own. Had 
the settlor intended that the beneficiaries 
should have a voice in such matters, he 
would have made appropriate provision in 
the trust instrument. 

Above all, every semblance of mystery 
should be stripped from the administration 
of a trust fund. Entire frankness should 
prevail in all contacts and dealings with the 
settlor and the beneficiaries. Most difficul- 
ties, as we are all aware, arise through lack 
of understanding, and if what the trustee is 
endeavoring to do is made clear to such set- 
tlors and beneficiaries as make inquiries or 
have doubts regarding the administration of 
the trusts, the path of the trustee becomes 
smoother. 

, a 
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Palmer C. Toy, for many years president 
of the Commercial Trust & Savings Bank of 
Sioux City, Ia., has been elected president 
of the Toy National Bank of that city. 
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Problems met by trustees in dealing with mortgage foreclosures as 


real estate assets, and especially as related to apportionment between life tenant and remain- 
dermen, have been discussed in a series of articles in Trust Companies during the past year. 
The subject acquires importance because of the lack of definite judicial rules. Mr. Newhall 
in the course of a recent discussion before the corporate fiduciaries of Maine, submits some 
interesting conclusions especially with regard to salvage operations arising from mortgage 
foreclosures.) 


NDER present conditions trustees are 

in many cases faced with losses aris- 

ing out of mortgage foreclosures; and 
need a working rule to guide them. Unfor- 
tunately there is no definite rule available. 
I know of no decision in either Maine or 
Massachusetts, or, for that matter, anywhere 
in New England, which gives us much to go 
on. Consequently, in the discussion that fol- 
lows, it must be understood that I am merely 
giving my opinion, which may or may not 
coincide with the ultimate views of our re- 
spective supreme courts. There are authori- 
ties outside of New England which are in ac- 
cord with the opinions herein expressed and 
apparently the field is wide open in Maine 
for the court to follow them if it wishes. 


The Problem of Appointment 

The problem may be stated as follows: 
A trustee holds a $10,000 6 per cent mort- 
gage, on which $400 of interest is in arrears 
at the time of foreclosure. He forecloses and 
bids the property in for a nominal amount. 
He holds it for one year and then sells it for 
$6,000. At the time of the foreclosure he pays 
out for foreclosure expenses, taxes, ete., $500. 
During the year he pays out for current taxes, 
insurance, and upkeep, $500 more. Also $600 
additional interest on the note has accrued 
during the year. The expenses incident to 
the sale are $100. No income was received 
on the property during the year. How are 
the proceeds of the sale to be divided? 

It seems obvious that we are dealing with 
a salvage operation. The real investment is 
an interest-bearing note, which has gone sour. 
The trustee is merely salvaging some of the 
security, which might have been stocks and 


bonds as well as a real estate mortgage so 
far as the principles we are discussing are 
concerned. He is protecting the estate by 
salvaging the security on the note. That 
this is the true legal situation is apparent 
when we eonsider that he undoubtedly could 
buy the property at the foreclosure sale, even 
though the trust instrument forbade invest- 
ments in real estate. In re Marshall, 88 N. Y. 
Supp. 550. Note, that I assume he buys with 
the intention of selling as soon as possible, 
i.e., a real salvaging operation. If he buys 
the real estate at the foreclosure sale intend- 
ing to hold and operate it as a permanent in- 
vestment, an entirely different situation is 
presented, not included in this particular dis- 
cussion. 

In the first place, my opinion is that as it 
is a salvaging proposition there should be an 
apportionment of the net proceeds of the sale 
between the life tenant and the remainder- 
man in proportion to their respective inter- 
ests. Ten thousand dollars of capital and 
$1,000 of accrued interest on the promissory 
note are represented by the net proceeds of 
the sale of the security. I see no distinction 
between a salvage of this sort and that which 
occurred in the leading case of Parsons vs. 
Winslow, 16 Mass. 361, where a trustee em- 
bezzled $30,000, and after two year’s litiga- 
tion his successor recovered $29,000. The 
eourt held that the proceeds should be ap- 
portioned. The method of apportionment 
used in that case was to find a new principal 
by determining what sum invested at 6 per 
cent for the given period would amount to 
the sum salvaged. This is a different method 
but reaches the same results as the one sug- 
gested above. 
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Decision Supporting Apportionment 

Two states have a line of decisions sup- 
porting the idea of apportionment in mort- 
gage foreclosure cases, New York and New 
Jersey. It is also the rule in England. The 
New York cases are Jn re Marshall, 88 N. Y. 
Supp. 550 (a surrogate’s decision containing 
a comprehensive and interesting discussion) ; 
and Meldon vs. Delvin, 538 N. Y. Supp. 172, 
affirmed in 167 N. Y. 172: In re Pitney, 99 
N. Y. S. 488. 

The New Jersey cases are Hagan vs. Platt, 
48 N. J. Eq. 206; Tuttle’s Case, 49 N. J. Eq. 
259; Trenton Safe Dep. Co. vs. Donnelly, 65 
N. J. 119; Parker vs. Seeley, 56 N. J. Eq. 110; 
and Skinner vs, Boyd, 130 Atl. 22. A similar 
opinion is expressed in Loring’s Trustee’s 
Handbook, pp. 156-7. 

The leading English cases are Re Atkinson, 
1904, 2 Ch., 160; Re Alston, 1901, 2 Ch., 584; 
Re Moore, 54 L. J. Ch. n. s. 482. See also 
“Lewin on Trusts,” 13th (English) ed., p. 966. 

The idea of apportionment is supported by 
a comparison between stocks and bonds. Sup- 
pose a trustee purchased a $1,000, 6 per cent 
bond at par. Later payment was defaulted 
on the coupons for two years, and the trus- 
tee then sells for $600. The face of the bond 
represents $1,000 principal and $120 interest, 
and both principal and interest are reflected 
in the sale price. Can there be any doubt 
that the sale price should be apportioned? 
On the other hand, suppose the _ trustee 
bought ten shares of stock at par and the 
stock passed its dividends for two years and 
was then sold for $600. There would be no 
apportionment. It is all capital. It seems 
to me that the difference is between an in- 
terest bearing investment, where the _ ulti- 
mate salvage represents or reflects both capi- 
tal and accrued income, and a stock, which 
by its nature is subject to market fluctuations 
and the dividend or income on which is not 
an obligation but an expectation. On which 


side of the line a cumulative preferred stock 
would fall I do not venture an opinion. 

As previously stated, the question of ap- 
portionment seems to be an open one in Maine. 
It is also open in Massachusetts except for 
the line of cases dealing with the apportion- 
ment of the proceeds of sales of vacant land 
by trustees. These cases are Stone vs. Little- 
field, 151 Mass. 485; Edwards vs. Edwards, 
183 Mass. 581; Jordan vs. Jordan, 192 Mass. 
337: Ogden vs. Allen, 225 Mass. 595: and 
Creed vs. Connolly, 272 Mass. 241. The last 
named decision completely rejects the idea of 
apportionment on sales of vacant land unless 
it appears to have been the testator’s inten- 
tion. It seems to me, however, that there 
is a broad distinction between a sale of va- 
cant land forming part of the original testa- 
tor’s estate, wherein the question of intention 
may be material, and the salvage of real es- 
tate held under mortgage as security for an 
interest bearing note, where there never was 
any intention of acquiring or owning the real 
estate. 

The English decisions are not 
much on the salvage theory as on the idea 
that the mortgage stands as a security for 
both the principal and income of the note 
equally. 


based so 


Deduction of Expenses 

After reaching the conclusion that there is 
to be an apportionment of the proceeds, sev- 
eral difficult questions remain to be settled. 
On which side of the line do the various re- 
ceipts and payments fall? I assume without 
any hesitation that all expenses incident to 
making the sale, such as brokerage and other 
adjustments, are to be deducted from the 
gross selling price to determine the net sell- 
ing price. This would seem to be too self: 
evident to require argument. 

At the other extreme I think we may state 
with equal positiveness that all expenses in- 
cident to the foreclosure are a charge against 
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the fund, or against capital, whichever way 
we may express it. These expenses would 
include the ordinary legal and other expenses 
of conducting the foreclosure and such taxes 
and other payments as circumstances require 
to be made at the time. In the same class I 
should put any expenses for repairs, etc., 
which had to be made at the same: time for 
the welfare of the property. The whole line 
of New York and New Jersey cases sustain 
this proposition, and in Massachusetts the 
ease of Stone vs. Littlefield, supra, supports 
it. 

Intervening expenses, taxes. and other 
carrying charges, accruing during the period 
of ownership, present the most difficult ques- 
tion. Are these to be deducted from the in- 
come of the life tenant or do they come out 
of the proceeds of the sale before apportion- 
ment, thus making each bear his proportion- 
ate part? There are two contradictory prin- 
ciples involved. One is the well established 
doctrine that all taxes and other current ex- 
penses come out of income, and the other is 
the theory that as we are dealing with a sal- 
vage operation current and expenses 
are as much a part of the salvage costs as 
the taxes and expenses incident to the fore- 
closure. The New Jersey cases seem to ad- 
here to the former, while the New York eases 
to the latter. Hence the honors are even so 
far as authority is concerned. The question 
does not seem to have been raised in the 
English cases. In the New York cases the 
trustee paid the intervening taxes, ete., out 
of capital as he went along. 


The Marshall Decision 

The New York case of In re Marshall con- 
tains by all odds the most comprehensive dis- 
cussion of the whole question, though unfor- 
tunately it is only a surrogate’s opinion and 
has not the authority of a decision of the 
Court of Appeals. It is, however, well worth 
reading. It is very illuminating and logical, 
and represents the view I am inclined to 
adopt. If you are going to view the situa- 
tion as a salvage proposition, all expenses 
incident to the salvage should be deducted. 

What about intervening rents or other in- 
come? It seems to me that the view to be 
adopted depends on the decision made as to 
intervening expenses. If intervening ex- 
penses come out of the life tenant, then logi- 
eally he should have the intervening rents. 
On the other hand, if the salvage theory pre- 
vails, and intervening expenses are deducted 
from the proceeds of the sale, then the inter- 
vening rents should be added to it. Usually, 
however, there are no intervening rents. 

In conclusion, then, but by no means ex- 
hausting all the questions involved, my own 
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personal theory is that we should add _ to- 
gether the gross proceeds of the sale and any 
intervening income. From this we should de- 
duct all the expenses incident to the fore- 
closure, the expenses of making the sale, and 
all the carrying charges. The result thus 
obtained should be apportioned between the 
life tenant and the remainderman in propor- 
tion to the amounts of principal and accrued 
interest represented in the salvage. 

On the above theory the trustee could pay 
all the expenses out of capital as they accrue. 
If he does that, it seems to me that he must 
credit the intervening rents to capital to off- 
set it. He certainly could not pay interven- 
ing rents to the life tenant without first de- 
ducting all intervening expenses or pay an 
amount in excess of what he estimates will 
be coming to the life tenant on the final ap- 
portionment. Further, I do not see how he 
can pay any current income to the life tenant 
unless income is actually received. 


o, o, , 
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At the annual meeting of the board of the 
First Wisconsin National Bank of Milwau- 
kee, Philip P. Edwards and E. R. Ormsby 
were elected vice-presidents and Joseph W. 
Simpson, Jr., was elected assistant vice- 
president. 
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FIRST NATIONAL BANK AND FIRST UNION TRUST OF CHICAGO 
COMBINE BANKING BUSINESS 


In the interest of greater economy and 
because of recent developments indicating 
that member banks of the Federal Reserve 
System may enjoy wider privileges, the di- 
rectors of the First National Bank of Chi- 
cago and the affiliated First Union Trust & 
Savings Bank have decided to combine the 
banking business of both institutions. This 
will not affect the trust business which will 
continue to be conducted by the First Union 
Trust & Savings Bank. The savings depart- 
ment and other business will be continued 
in the same quarters, as heretofore. An- 
nouncement of this combination of banking 
business was made recently by President 
Melvin A. Traylor of the First National 
Bank. On the basis of the last published 
financial statement this operation increases 
the assets of the First National to $700,- 
000,000. 

The First National and the First Union 
Trust & Savings, the latter under a state 
charter, have since 19083 jointly offered the 
various banking facilities ordinarily trans- 
acted by a single banking institution. As is 
well known the stock of the First Union 
Trust & Savings Bank is held by trustees 
for the benefit of the stockholders of The 
First National Bank of Chicago. The board 
of directors are the same, and the two banks 
have, to a considerable extent, the same offi- 
cial staff. 

The officers and directors of our two banks 
have in recent years thought it would be in 
the interest of economy and efficiency if the 
banking business of the two banks should be 
combined. This process has been under way 
for some time. The First Union Trust & 
Savings Bank has not for the past few years 
been a member of the Federal Reserve Sys- 
tem because the First National Bank’s mem- 


bership in the Reserve ‘System adequately 
met all of its requirements. 

The Comptroller of the Currency of the 
United ‘States and the Auditor of Public Ac- 
counts of the State of Illinois have approved 
the plan of combining banking business; the 
First National Bank of Chicago has assumed 
all deposit liabilities, including savings ae- 
counts, of the First Union Trust & Savings 
Bank. Hereafter all the banking business 
heretofore done by the First Union Trust & 
Savings Bank will be done by the First Na- 
tional Bank of Chicago. There will be no in- 
convenience to customers inasmuch as the 
same checks and pass books can be used tem- 
porarily until First National Bank of Chi- 
cago checks and pass books are provided. 


JOHN HANCOCK OFFICERS ELECTED TO 
SECOND VICE-PRESIDENCY 

According to announcements made by Pres- 
ident Walton L. Crocker of the John Han- 
cock Mutual Life Insurance Company, the 
directors have elected to promote to the office 
of second vice-president the following offi- 
cers: Fred Preston Hayward, treasurer; 
Liverus H. Howe, actuary, and Charles J. 
Diman, secretary. All three of the new vice- 
presidents have been many years in the serv- 
ice of the John Hancock. Fred Preston Hay- 
ward was appointed cashier after ten years’ 
service with the company, beginning in Feb- 
ruary, 1900. A year later he was elected 
assistant treasurer and succeeded to the of- 
fice of treasurer in 1924. Liverus H. Howe, 
in his forty-fourth year with the Hancock’s 
Actuarial Department, has been its actuary 
for the past twenty years. Charles J. Diman 
began his career with the Hancock thirty- 
three years ago, becoming assistant secretary 
in 1917, and secretary in November, 1920. 
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REAFFIRMING IDEALS AND QUALITIES OF TRUST 
SERVICE 


BUILDING UP A COMPETENT PERSONNEL FOR INDEFINITE SUCCESSION 


H. O. EDMONDS 
Vice-president of The Northern Trust Company of Chicago 


(Epiror’s Note: Out of the confusion and uncertainty of this depression there arises 
a more definite demand for the type of corporate fiduciary service which combines to the 
highest degree the elements of responsibility, faithful performance, composite judgment and 


continuity of existence. 


Mr. Edmonds, in his paper before the recent Mid-Winter Trust 


Conference in New York, properly describes the responsibility which leads all others in trust 
work, as that of preserving competent personnel and moral, not only for present but also for 
future discharge of fiduciary obligations. Trust departments, he avers, which cannot measure 
up to highest standards, should be discouraged.) 


BANK’S greatest responsibility to its 

trust department is always to main- 

tain an organization capable of 
properly handling its trust business and 
never to accept any business which it can- 
not properly perform. There is little danger 
that this responsibility may be too well ful- 
filled. There is some danger that at times it 
may be neglected. There is little danger of 
our forgetting the Ten Commandments or 
certain prayers, but there seems to be every- 
where and at all times in the past an idea 
that mankind is in some danger of forget- 
ting occasionally to live according to such 
rules or prayers. 

In our country, banks of deposit and trust 
departments are everywhere recognized as 
convenient and reasonable parts of a cor- 
porate whole, capable of functioning together 
profitably, for the public service, requiring 
reasonable regulation, but worthy of encour- 
agement as meeting certain needs which can- 
not be so well met in any other way. There 
is capital and responsibility back of the un- 
dertaking to which resort can be had to 
make good the liabilities of the trustee. By 
uniting banking and trust business, experi- 
ence, responsibility, capital and continuous 
succession are placed in support of the prop- 
erty of settlers and also of the instruments 
of corporate finance. Those who serve as 
managers and directors of the enterprise are 
exactly of that class to which prudent peo- 
ple, mindful of oncoming old age and the 
passage of time, will resort, for the protec- 
tion of widows, infants and other benefici- 
aries. They are also of that class best fitted 


to perform those corpoiate fiduciary func- 
tions on which depend the acceptance of cor- 
porate issues on markets and exchanges. 


Mutual Responsibility of Bank and Trust 
Departments 

We will assume that this union of the 
functions of a bank of deposit with a trust 
business is wise and sound and mutually 
helpful. If we did not think so we would 
not be engaged in it. The trust department’s 
responsibility to the bank as a whole is as 
follows: It must be so creditable, so in- 
formed with a high standard of ethics, so 
capable of serving those who are dependent 
upon it that it will attract the confidence, 
regard and patronage of the customers of the 
bank, and that the directors and officers 
themselves, who are most familiar with it, 
will turn to it as the repositary of their own 
testamentary affairs. It must be profitable, 
but the profit must be reasonable, moderate 
and in proportion to services rendered and 
capacity to pay. The life estate and re- 
mainder are the things of first importance. 
The trustee’s compensation comes next. 
There is plenty of evidence that corporate 
trust management adheres closely to these 
ideals, that it places some of its finest and 
highest type personnel in this field and that 
the tendency through the years is steadily 
upward both in standards and practice. 

But the bank as a whole has a responsi- 
bility toward the trust department, sacred 
and most important. There is a sacred duty 
upon the bank to see that capable personnel 
of proved integrity is provided, that it is 
properly compensated and that it is unham- 
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pered by the needs and desires of other 
branches of the institution. If a customer 
of another department thinks he is not be- 
ing well treated he can take his business 
elsewhere, but the trust department cus- 
tomer presently departs for the other world 
and leaves the trust department in his place. 
In this consists the peculiar responsibility of 
the business. You are in his place. Men fit 
for such responsibility are not easily found, 
but no bank should maintain a trust depart- 
ment unless it has and can keep such per- 
sonnel and, going one step further, train and 
develop successive series of such personnel 
that trusts may be carried on from one gen- 
eration into the next. If this cannot be done 
then there is little virtue in corporate trus- 
teeship for personal affairs. 
Merits of Corporate Trusteeship 

The merits of corporate trusteeship are 
three, generally speaking—financial responsi- 
bility, continuity of management, and experi- 
ence and information—but of these the great- 
est is the second—continuous attention by 
trained management, free from the dangers 
of old age, failing powers, absence from the 
city or death. The multiplication of small 
weak trust departments as adjuncts to banks 
which hope somehow to make these trust 
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departments either directly profitable or con- 
tribute profitable business to other depart- 
ments of the bank, is a menace to the sta- 
bility and good name of corporate trust busi- 
ness generally. This should have and doubt- 
less will have more and more the careful 
attention of governmental agencies, state and 
national, charged with the supervision of 
banks and trust companies. But despite the 
best efforts of diligent officials in public of- 
fice, the best safeguard in this respect is the 
intelligent appreciation by bank manage- 
ments of the duty and responsibility for 
maintaining sound organization and high 
standards. 

Each of us whose opinion is asked can dis- 
courage the maintainance of weak, inefficient 
trust departments as a menace not only to 
the public but to the bank managements re- 
sponsible for them. Breach of trust and 
the consequences thereof should be under- 
stood by all concerned and all should know 
that this includes not only wilful wrongdoing 
but negligence and the lack of a high de- 
gree of care. Not to provide intelligent ex- 
perienced personnel in trust department af- 
fairs is negligence. To hamper and interfere 
with that personnel because of considerations 
proper to other departments of the bank is 
a breach of trust. That bank management 
which is unable to see these things in their 
proper light and that cannot put aside all 
considerations except the faithful perform- 
ance of its trusts, fails in its responsibility 
and should not be in the trust business at 
all. It and its customers will ultimately suf- 
fer and the whole trust business will suffer 
indirectly as a consequence. 


Some Delusions Regarding Trust Departments 

Some years ago it was more common than 
it is today for bank managements to look 
upon personal trust business as an attractive 
field of labor, capable of yielding large prof- 
its—a sort of promised land. All that was 
necessary was to march over and possess it. 
The disappointmnet that ensued over the 
slowness of business to flow in, and the un- 
profitable nature of that which did come in, 
had some amusing features but also some 
not so amusing. The poor trust officer trying 
to justify his existence had a hard time. 
Somebody must be to blame for the lack of 
profits. 

The unprofitable business often had in its 
train serious liabilities and responsibilities 
which should not have been assumed at all, 
and being assumed now called for the exer- 
cise of skill, ability and hard work beyond 
the capacity of the personnel. Then there 
comes the search for profits to meet expenses 
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and finally the realization that a good vol- 
ume of sound trust investments in the hands 
of well trained personnel, with a mod- 
ern economical system of management and 
accounting, can at the best yield but a small 
profit and that indirect profits cannot be ob- 
tained—excepting only the prestige to an in- 
stitution which flows from the public knowl- 
edge that you are doing a good job and 
serving your public well. 

I have confined my remarks to the sub- 
ject of the bank’s responsibility for trust 
management and propose to conclude on that 
theme. One of the best men I have ever 
known and an ideal trustee told me once 
many years ago, very vehemently, that he 
wished he had never into the trust 
business. With my youth and inexperience I 
did not understand his feeling. Needless to 
say, I have learned since. His remark did 
not grow out of incapacity for trusteeship 
but out of his deep sense of its responsibili- 
ties, to which he had dedicated the best 
years of his life. 


gone 


A Challenge to High Responsibility 
Now, having insisted on the necessity for 
discouraging weak, small, incompetent trust 
departments that disappoint the hopes both 
of the management and of the trustors, es- 


tablished in localities where no adequate sup- 
ply of possible trust business exists, by man- 
agements that lack the single-minded devo- 
tion necessary for trust service, let us look 
at the other side of the picture. This may 
help us in our ever upward progress in good, 
sound, ethical, helpful trusteeship, available 
for all who have widows to protect, or aged 
parents or infant children, or endowed insti- 
tutions or any others for whom sound invest- 
ments must be acquired and maintained. I 
quote now from the paper of Mr. Price deliv- 
ered at Los Angeles, on “A Bank President’s 
Attitude Towards the Trust Department.” 


“The Trust Department is a daily chal- 
lenge to a bank president. It challenges him 
as to its standards. It questions his faith- 
fulness to the trusts it has accepted. It ob- 
jects if he is unduly preoccupied with com- 
mercial banking problems. It demands his 
most human interest and care. It tests his 
sense of justice and all his finer instincts. It 
disproves the heartlessness of his profession. 
Given half a chance it brings out the best 
there is in a bank president.” 


Here we have a practical statement of the 
high responsibility not only of the president 
but of the directors and stockholders towards 
the trust department, and also the reciprocal 





360 


benefit that the president and the board de- 
rive from the trust department where it calls 
out their highest capacity for devoted, faith- 
ful service. 


The Importance of Proper Succession 

Now let me again refer to the importance 
of capable personnel, present and in succes- 
sion, as being the bank’s greatest and all 
inclusive responsibility towards its trust de- 
partment. The seasoned army of today may 
be a hopeless mob tomorrow, if personnel 
fails or replacement and reequipment is not 
properly attended to. The same is true of a 
baseball team. The creation and training of 
proper succession is second to nothing among 
the bank’s responsibilities. In banking and 
security departments replacement and pro- 
motion present fewer difficulties. There is 
the world of business affairs to draw from 
if necessary. But the trust department is 
different. 

The sanctity of the fiduciary relation must 
be inculeated and the history and background 
of every trust must be preserved and trans- 
mitted. The spirit and training of those who 
were or now are in charge must be carried 
on to the next generation. Young men of 
outstanding character and ability must be 
found and trained, placed according to their 
ability and industry and brought forward 
fairly and justly, not according to their fam- 
ily connections or personal wealth but ac- 
cording to their personality, their industry 
and health and the keen, penetrating quality 
of their minds. They must have a quick ap- 
preciation of probity and faithfulness, almost 
professional in its character, that will ren- 
der them satisfactory for contact with men 
of affairs and the legal profession. As Mr. 
Price says, ‘Whenever I take a prospect over 
to the trust department I have a feeling that 
the prospect looks upon me as just an ordi- 
nary fellow like himself—here today but apt 
to be gone tomorrow. But when he talks to 
the trust officer he expects to find someone 
immortal, one who will be there when he is 
dead, to do all the things he wants done 
when he is gone.” 


Promotion of Personnel 

If you have been faithful to your trusts, 
if you have invested wisely and accounted 
fully, if you have managed with sagacity and 
administered carefully and with a sympa 
thetic interest in the welfare of the various 
beneficiaries, you have done but one-half of 
the job to which it has pleased God to call 
you. The individual trustee can do as much 
and generally does. The responsibility is 
still upon you and your bank, its president 
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and its board of directors to see that the suc- 
cession is provided, adequate, competent and 
trained, not routine-minded but capable of 
thinking as a trustee should think, and if 
you do not do it, a large part of our claim 
of continuity of management is not weil 
founded. 

In closing, I would like to suggest a rule 
for the guidance of young and ambitious offi- 
cers and clerks. It is this—no man is worthy 
of promotion unless he has trained his suc- 
cessor. This is sometimes a sufficient answer 
to give to poor neglected Peter or unhappy 
downtrodden Paul who cannot see why he 
has not gone straight up the ladder. But I 
would not leave that thought unexplained. 
A dissatisfied or unhappy man has no place 
in a trust department. That is something 
which calls heavily on the tact, the savoir 
faire and the sense of justice of the chief 
of the department, his chief the president 
and the board of directors. Curious mistakes 
arise in promotion of personnel. Men actu- 
ally attain sometimes to salaries or positions 
in excess of their ability to earn or fulfill. 
They are not to blame. They are as God 
made them, unless perhaps some part of the 
fault is yours for not training them better. 
In any event you or I are to blame for the 
Situation as it exists when an underpaid, 


highly efficient junior with good initiative 
and judgment is so placed that he cannot 
expand and let his light so shine before men 


that they may see his good works. Where 
you have dealt successfully with that a few 
times you will have discovered within your- 
self qualities of tact that you did not know 
you possessed. 

In any event, let no man think, that he is 
indispensable or that he has served well 
when he has not helped to provide his own 
successor. Such a one has no proper com- 
prehension of the primary responsibility of 
the bank to its trust department—of the very 
thing that makes one great difference be- 
tween a corporate and an individual trustee 
—orderly, trained, efficient succession in of- 
fice. 

Ro fe “es 

Herbert C. Elwes, vice-president of the 
American Express Company in charge of its 
financial department and associated with 
that organization for thirty-one years, died 
recently at his home in White Plains. 

The Westchester Title & Trust Company 
of White Plains is withdrawing entirely from 
the banking business and will confine itself 
henceforth to real estate title and mortgage 
business. 
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DISCUSSION AND PROCEEDINGS 
FOURTEENTH 


$#id-CHinter Trust Conference 


UNDER AUSPICES OF THE TRUST COMPANY DIVISION OF THE AMERICAN 
BANKERS ASSOCIATION, HELD IN NEW YORK 
FEBRUARY 14, 15, 16, 1933. 


HE fourteenth Annual Mid-Winter 
Trust Conference held recently in New 
York under the sponsorship of the 
Trust Division of the American Bankers As- 
sociation, not only afforded trust men from 
all sections of the country profit from 
frank exchange of experience, but also to 
refresh their faith in the stability and fu- 
ture of trust work. There were recognition 
of unusual conditions and premonition of 
gathering storm clouds affecting general 
banking conditions, culminating in the decla- 
ration of a nationwide moratorium on ordi- 
nary banking functions. But at no time dur- 
ing the sessions or the discussions was there 
the slightest doubt that trust administration 
has and will continue to maintain integrity. 
Unquestionably, every trust man attending 
this conference, returned to his home and 
his individual tasks with a more vigorous 
feeling of confidence and new undertaking. 
The attendance at the Conference was sur- 
prisingly large considering the absorption of 
bank and trust men in their local affairs. The 
program for the session continuing for 
three days was contrived so as to secure 
trust men the best judgment on problems of 
administration and policy of most vital and 
current interest. 


First Session, Tuesday, February |4 


The first session of the Conference was 
held in the spacious banquet hall of the new 
Waldorf-Astoria, where only the night be- 
fore Herbert Hoover had delivered his im- 
pressive valedictory as retiring President of 
the United States. The chair was occupied 
by R. M. Sims, president of the Trust Divi- 
sion and vice-president of the American 
Trust Company of San Francisco. In his 
address as president, Mr. Sims stressed the 
fact that, while in more affluent times, the 
cautionary advice of trust officers, especially 


as regards conservative investments, often 
went unheeded, that today trust clients are 
more eager to avail themselves of the bene- 
fits of trust experience and judgment. Mr. 
Sims laid special emphasis upon the progress 
in cementing amicable relations with the 
legal fraternity. 
What Trust Service Has to Offer 

The first speaker called upon was Francis 
II. Sisson, president of the American Bank- 
ers Association and vice-president of the 
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Vice-president and Trust Officer, American Trust Com- 

pany, San Francisco, and President of the Trust Division, 

A. B. A. who presided at opening of Mid-Winter Trust 
Conference 
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Guaranty Trust Company of New York, who 
spoke on “What Trust Service Has to Offer.” 
This paper was reproduced in the February 
issue of Trust CoMPANIES. He traced the 
adaptability of trust service to more com- 
plex economic and estate conditions, elabo- 
rating upon records of recent growth in trust 
business in the face of adverse business con- 
ditions. Mr. Sisson also dealt with the need 
of maintaining development plans and dis- 
cussed certain misconceptions as to concen- 
tration of fiduciary wealth and creation of 
long-term trusts. 


Modern Trust Advertising 

Following the address by Mr. Sisson a 
discussion was conducted in dialogue form 
on the subject of “Modern Trust Advertis- 
ing.” with A. W. Diller, advertising counsel 
of New York, replying to pertinent queries. 
Mr. Diller said in part: 

“There are plenty of present-day argu 
ments for trust business. Why not frankly 
admit that the depression has shrunk the 
dollar value of everyone’s estate. Point out 
the hardships that unrevised wills have in- 
flicted upon heirs. Quote case histories to 
make your point. Use this depression as a 
spring-board to dive right into the heart of 
your prospect’s problem to devise the best 
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possible plan for his family on the basis of 
where he stands today. People who have 
lost a lot of money through their own man- 
agement of it ought to have the help of the 
modern trust company. 

“Instead of asking ‘How often should news- 
paper advertising appear,’ it would be bet- 
ter to ask ‘How often is it wise these days 
to neglect contacts with possible customers?’ 
Trust men are being pressed to cut down 
advertising expenditures and use small news- 
paper space. Too short copy often degener- 
ates into a mere reminder that you are still 
on earth. Cut down your talk to a man to 
au mere ‘how do you do’ and ‘good-bye’ and 
you won’t get very far with him. The best 
advertisements are those which guide the 
reader. When you make your bank or trust 
company well and favorably known through 
frequent advertising you are strengthening 
every department of your business in pub- 
lic esteem and public confidence.” 


Proper Approach to Trust Prospects 

A well studied paper was that presented 
at the Conference by 'Thoburn Mills, assist- 
ant vice-president of The Guardian Trust 
Company of Cleveland. He submitted new 
and timely ideas as to contacting with trust 
prospects. The first essential is that the 
trust representative must have unwavering 
faith and enthusiasm for his own institu- 
tion. Mr. Mills said in part: 

“What, then, is the proper approach to 
trust prospects? Assuming sales ability and 
a complete knowledge of trust services, there 
are two vital steps in any approach to trust 
prospects. The first has nothing to do with 
the prospect himself. It is the creation, or 
rebirth of the proper conception of the ideals 
of the trust company in the mind of the 
trust salesman. He must radiate enthusi- 
asm and instill confidence in the mind of his 
prospect. He cannot accomplish this unless 
he sincerely believes that his company main- 
tains rigid standards of ethics. ‘Selfish in- 
terest, mass production for its own sake, am- 
bition to grow, desire for profits and finan- 
cial power have no place in any trust com- 
pany operations or in any trust officer’s 
thoughts. .. We must be motivated by 
a desire to perform our duties so that all 
people with whom we deal will feel that we 
are not thinking of ourselves but are striv- 
ing to solve their problems as if they were 
our own.” 

Rebuilding Estates 

With this conception of service as our 
guiding spirit, we can confidently study the 
second vital question in the proper approach 
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to trust prospects. This question deals di- 
rectly with the prospect himself. We must 
study the trend in current public thought 
and discover what problems are uppermost 
in men’s minds. 

This year we find ourselves in an economic 
depression. Men have seen values shrink 
and carefully laid plans go awry. Most men 
are interested now in getting out of debt and 
rebuilding their plans and estates. Our ap- 
proach, then, logically and rightfully should 
be “Let us help you in the rebuilding of your 
estate. This is the time to take careful in- 
ventory of your present situation and work 
out a definite, practical plan for the future. 
This is the time for individuals to budge\ 
the balance, rather than balance the budget.” 

“For lack of a better name, we will call 
this the ‘Estates Analysis Approach.’ It is 
more than the estate planning service used 
effectively by many trust companies and by 
life insurance underwriters in determining 
the proper amount of life insurance a pros- 
pect should carry. It consists of a complete 
analysis of the prospect’s present worth; 
his present income; his present standard of 
living; his living expenses, including fixed 
charges and taxes; his personal ambitions 
and intentions for his own future and that 
of his family.” 


Second Session—Personal Trusts 
and Estate Planning 


The second session of the Conference was 
presided over by Judge H. L. Standeven, 
vice-president of the Trus* Division and ex- 
ecutive vice-president of the Exchange Trust 
Company of Tulsa, Okla. The addresses were 
in the main devoted to subjects of personal 
trust administration and estate planning. 
The first paper was by Harold Eckhart, sec- 
retary of the Harris Trust & Savings Bank 
of Chicago, which appears in another sec- 
tion of this issue of TrRUusT COMPANIES. He 
called attention to certain types of trust 
business which it would be well for trust 
men to avoid, especially in view of prevail- 
ing conditions. He also dealt with some of 
the drawbacks of co-trusteeships and fixed 
fee schedules. 

“Estate Planning’ was the title of one of 
the most constructive addresses at the Con- 
ference which was presented by one of the 
ablest men engaged in trust work, namely 
W. J. Kieferdorf, vice-president and senior 
trust officer of the Bank of America Na- 
tional Trust & Savings Association of San 
Francisco. 

Mr. Kieferdorf said in part: 
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“In the recent past, in any dissertation on 
estate-planning, it Was somewhat hazardous, 
in view of the restrictions imposed on trust 
companies in many states by statute or by 
compromise, to say categorically how far the 
trust officer might go in outlining estate 
plans for his bank’s customers and the gen- 
eral public. The line between what is “legal 
advice” and what is “business advice” is, 
however, gradually becoming more clearly 
defined ; and although there will perhaps al- 
ways be in the offing the mercenary critic, 
the relative status of: the trust officer and 
the reputable attorney is no longer nebulous 
and vague; the respective functions of each 
are now generally agreed between them, and 
certainly better understood by the public 
than heretofore. The public is the most vi- 
tally concerned, and the public will be 
served. 

“Indeed, in the evolution of modern 
thought and practice, estate-planning has be- 
come a specialized business. This is evi- 
denced by the fact that in many of our large 
cities, the public is offered the service of 
estate-planning companies (other than trust 
companies), composed of tax experts, ac- 
countants, insurance specialists and others, 
which undertake to prepare estate plans for 
the individual needs of their customers, to 
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be later translated into wills or trusts by 
the customers’ attorneys. These companies 
do not draft the legal documents—this is rec- 
ognized as the legitimate function of mem- 
bers of the Bar. Is it not appropriate then 
that the Bar should recognize this develop- 
ment in the public’s behalf as a forward, not 
a backward, step in the evolution of the 
times?” 


Initial Relations With Beneficiaries 

The closing address of the second session 
yielded some of the most profitable and sug- 
gestive ideas of the entire Conference. The 
subject was “Initial Relations with Benefi- 
ciaries” and it was dealt with in scholarly 
manner. by Leon M. Little, vice-president of 
the New England Trust Company of Boston. 
The points he demonstrated were: (1) That 
the initial relations with beneficiaries are 
of paramount importance; (2) that because 
of their importance the personnel for the 
work must be of the highest type and (3) 
that this personnel must be well equipped 
with knowledge, courtesy and patience. In 
the course of his paper Mr. Little said: 

“It is the duty of the bank carefully to 
organize its trust department so that those 
whose work brings them into first contact 
with its clients shall possess not only ade- 
quate knowledge but proper temperament. 
If these first line officers have these charac- 
teristics they can at the very first interview 
pave the way for future amicable relations 
by getting enough material facts for intelli- 
gent operation by the department and by 
starting the process by which the client may 
quickly come to know the bank and the work 
which it will do for him. During such a 
first meeting it is often possible to introduce 
others of the staff with whom the client will 
deal directly or indirectly; it is often pos- 
sible to show something of the bank to him; 
it is always possible to give some funda- 


mental facts of operation which will interest 
and enlighten him. 

“After the interview has closed, the offi- 
cer should dictate a summary of all the 
essential facts that have been brought out. 
They will help the whole department, per- 
haps most the investment section, but also 
probably the tax section, the bookkeeping 
and accounting section, and security cages, 
and possibly the new business group. Few 
trust departments have as complete a file on 
each account as the credit department main- 
tains of its customers, and yet there is every 
reason why such a file adapted for our use 
should be kept and brought up to date with 
the same meticulous care that we find there. 
The larger we grow the more useful such a 
file would become, the older the trust the 
more of a necessity it would be.” 


Third Session—Corporate 
Trusteeship 


In view of the present active functioning 
of trust companies and banks under cor- 
porate trust obligations and the fiduciary du- 
ties attending bond defaults, the addresses 
at the third session, relating chiefly to prob- 
lems and policies of corporate trust business, 
were listened to with unusual interest. The 
session was presided over by C. Alison 
Scully, vice-president of the Bank of the 
Manhattan Company. <A. C. Downing, vice- 
president of the New York Trust Company, 
was the first speaker. His paper entitled, 
“Guiding Policies for Corporate Trust Busi- 
ness” was reproduced in the February issue 
of Trust CoMPANIES. He paid special atten- 
tion to the need of caution in the acceptance 
of corporate trust business. 

“Administrative Problems Under Corporate 
Trusteeships’ was the subject of the next 
address, presented by Wm. G. Littleton, vice- 
president of the Fidelity-Philadelphia Trust 
Company, which appears elsewhere in this 
issue of Trust CoMPANIEsS. He directed par- 
ticular attention to the need of trust com- 
panies obtaining competent legal advice both 
as to corporate trust agreements and admin- 
istration. 

The last speaker at this session was James 
B. Blackburn of the University of Pittsburgh 
Law School, who defined the requirements 
and provisions that should be embodied in 
effective corporate trust deeds. 


Fourth Session—Trust Investments 

Perhaps there is no phase of trust busi- 
ness which provokes more problems at this 
time than that relating to the purchase, the 
retention or sale of trust investments. The 
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of the conference was exclu- 
sively devoted to various aspects of trust 
investment policy. The first speaker was 
Harry F. Wilson, Jr., vice-president of the 
Bankers Trust Company of New York whose 
paper on “Estate Investment Policies—Past, 
Present and Future” appeared in the Febru- 
ary issue of TrRusT COMPANIES. Mr. Wilson 
backed up his sound conclusions on estate 
investment procedure by summarizing some 
of the more important of recent legal deci- 
sions relating to trust investment responsi- 
bilities. 


fourth session 


Public Utility Securities as Trust Investments 

The next subject dealt with was “Public 
Utilities Securities as Trust Investments,” 
Which was ably handled by Bernard W. Ford, 
of Blyth & Company, of San Francisco. He 
devoted his analysis particularly to the se 
lection of operating electric and gas utility 
bonds, saying in conclusion : 

“For several years we have been experi- 
encing an economic cycle which has severely 
tested investments of all classes. Corporate 
and individual earning power in the United 
States has fallen to unprecedented low levels. 
The foundations which support debt struc- 
ture have shrunken to render much of the 
structure insecure. 
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“How have well-selected public utility 
bonds fared through this period? Have they 
proved themselves solid against the financial 
storm? Have they proved themselves trust- 
worthy? That I think is a fair question and 
I direct your attention to the record. So 
far as I am able to learn, the total amount 
of mortgaged debt of operating public utili- 
ties rendering principally gas and electric 
service, which is now in default, is less than 
$75,000,000, and this is about 1.2 per cent 
of approximately $6,000,000,000 of such se- 
curities now outstanding. Is there any other 
class of investments, including municipal 
bonds and savings deposits, with a better 
record—save only State and United States 
Government obligations?” 

In discussing the scientific investment of 
trust funds, Laurence H. Sloan, vice-presi- 
dent of the Standard Statistics Company of 
New York, based his conclusions chiefly upon 
part of an extensive research survey dealing 
with senior security risks over a cycle of 
prosperity and depression, The data was 
concerned almost entirely with the size of 
corporation earnings available for the pay- 
ment of bond interest and with bond prices. 
The address was liberally interspersed with 
graphie charts. 
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Fifth Session—Trust Education and 
Public Welfare 


One of the most timely addresses of the 
Conference was that submitted by Dr. John 
A. Stevenson, vice-president of the Penn Mu- 
tual Life Insurance Company, which is pub- 
lished elsewhere in this issue of Trust Com- 
PANIES, Dr. Stevenson not only reaffirmed 
the valuable results to be obtained by more 
actively stimulating the coordinating ele- 
ments of trust service and life insurance, 
but also mapped out new avenues of oppor- 
tunity for broadening the scope of. trust pro- 
tection in the creation and the conservation 
of estates at a time when all estates have 
suffered drastic shrinkage. 

The succeeding address on “The Next Step 
in Trust Education’ by Dr. Harold Stonier, 
director of education of the American Bank- 
ers Association, related chiefly to the vari- 
ous steps in educational progress as related 
to the technique of trust work and culminat- 
ing in a new text book which is in the final 
stages of completion. 

The next address was by H. O. Edmonds, 
chairman of the Executive Committee of the 
Trust Division ‘and vice-president of the 
Northern Trust Company of Chicago, the 
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substance of which appears in this issue of 
Trust CoMpPANIEs, Mr. Edmonds placed chief 
reliance in discussing “A Bank’s Responsi- 
bilities to Its Trust Department,’ upon the 
necessity of building up a trust personnel 
and moral that is qualified to carry on 
through future years in maintaining the high- 
est attributes of trust work. 


Sixth Session—Taxation Problems 

The sixth and closing session of the Con- 
ference was devoted entirely to the discussion 
of tax problems. The first speaker was Dr. 
Charles W. Gerstenberg, chairman of the 
board of Prentice-Hall, Inc. of New York. His 
topic was “Trends in Taxation” and he un- 
folded to his hearers a most interesting ac- 
count of how tax trends have developed from 
early times to the present, revealing numer- 
ous historic precedents for so-called latest 
fashions in taxation. Mr. Gerstenberg in- 
jected constructive suggestions for more 
equitable taxation, elimination of unfair mul- 
tiple taxation and conditions which ‘today 
foster rebellion against crushing burdens of 
taxation caused by increasing public debt. 
He said in part: 

“Our instinctive resistance to taxation is 
being developed to the point of a public man- 
date that cannot be disobeyed by legislators. 
The outcry against taxes is greater than it 
has ever been in this country since before 
the Revolution. 

“All this agitation has aroused the people 
as they have never been aroused before. At 
the last election, in spite of the dire need for 
new revenues, five states out of seven that 
voted on the subject rejected the income tax. 
In Rhode Island the people, for the first 
time in the state’s history, rejected a bond 
issue for highway or bridge construction. In 
four states amendments were adopted lim- 
iting the right to vote on certain questions 
of expenditure to property holders or taxpay- 
ers. Debt limitations for local communities 
have been created by statute or by constitu- 
tional amendment in a number of states.” 


Tax Problems in Trust Administration 

The next speaker was Clarence M. Justice, 
vice-president of the Detroit Trust Com- 
pany. He directed his discussion more di- 
rectly to “Tax Problems in Trust Adminis- 
tration,” tracing the course of his comments 
to state inheritance taxes, gift, income and 
estate taxes. He summarized important re- 
cent legal decisions applicable to fiduciary 
interests and cited some enlightening in- 
stances as to the effect of greatly increased 
rates. In conclusion he discussed the mini- 
mizing of tax liabilities and said: 
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“With such high tax rates as are at pres- 
ent in effect it is but natural that every tax- 
payer will do all that can be legally done to 
minimize his tax liability. Notwithstanding 
the fact that Congress has closed many of 
the avenues through which much revenue 
has heretofore escaped, yet ‘Necessity being 
the mother of invention,’ there are ways and 
means still being devised of legally avoiding 
taxes. 

“Of course the best time to start to mini- 
mize all taxes against the estate and the 
beneficiaries is when the will or trust is be- 
ing prepared. At that time, if competent tax 
counsel is consulted, tax economies may be 
effected. While the greatest tax economies 
would probably be obtained if consideration 
be given to the question of taxation when 
the instruments are being prepared, there are 
Ways and means of minimizing the tax lia- 
bility, by intelligent and proper handling of 
the affairs of the decedent or the trustor, 
even after the executor or trustee comes into 
the picture. Practically every transaction 
consummated by the executor of an estate 
involves the question of taxation in some 
manner, and therefore all important transae- 
tions should be analyzed to see the effect 
thereof as far as taxes are concerned and ac- 
tion taken to avoid excessive taxation. 

“In the matter of protecting the Interests 
of estates and trusts in the light of devel- 
opments in the field of taxation, the trust 
company’s duties are clearly laid out for it, 
The trustee must watch all litigation affect- 
ing any of the estates in which it may be in- 
terested, changes in Government regulations, 
rulings and amendments of statutes. In or- 
der to render efficient tax service, the trus- 
tee must know the moot points in taxation of 
estates and trusts, the determination of those 
disputed points, the trend of the decisions 
and their implications. The number of de- 
cisions coming down on the subjects of in- 
come taxation, federal estate taxation and 
state inheritance taxation, that apply directly 
to estates and trusts, is so great that only by 
being constantly alert can the trust company 
give the client the service and protection he 
has a right to expect.” 


Ro fe af 

The Bank of the Manhattan Company of 
New York has issued a pamphlet which con- 
tains a compact tabulation showing war 
debts at a glance. 

Directors of the Security National Bank of 
Sheboygan, Wis., have elected D. H. Cooney 
executive vice-president and trust officer. 

The De Soto Bank & Trust Company of 
Mansfield, La., has been incorporated with a 
eapital of $100,000. 
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AN ACHIEVEMENT IN TRANSFERRING OVER SIX MILLION . 
SHARES OF RADIO STOCK 


One of the most notable and voluminous 
stock transfer operations ever recorded was 
that recently accomplished by The Corpora- 
tion Trust Company of New York as transfer 
agent for the Radio Corporation of America. 
It was a task of transferring 6,040,782 shares 
of Radio stock within a limited period of 
time and demanding exceptional facilities 
and accuracy in issuing, checking, posting 
and mailing new stock certificates. It cailed 
for requirements of organization and expe- 
dition such as probably few transfer agents 
could have met. 

Under the decree entered in the United 
States District Court for the District of Del- 
aware on November 21, 1932 and consented 
to by the Radio Corporation of America, the 
General Electric Company and the Westing- 
house Electric & Manufacturing Company, it 
was provided that the two latter corpora- 
tions would divest themselves of substan- 
tially one-half of their holdings of the com- 
mon stock of the Radio Corporation within 
three months from the date of the decree, 
and of the remainder within a period of 


three years. 
The task devolved upon The Corporation 
Trust Company as transfer agent to transfer 


6,040,782 shares of Radio stock out of the 
names of General Electric and Westinghouse 
and into the names of the individual stock- 
holders of those two companies in proportion 
to the holdings of each. The transfer of such 
a huge amount of stock demanded a tremen- 
dous amount of detail with every step care- 
fully guarded. First, the lists of General 
Electric and Westinghouse stockholders, com- 


oro 


prising 224,373 names, had to be checked 
against the stock ledgers of Radio. New 
stock ledger accounts had to be opened and 
new addressograph stencils cut and filed for 
those not already on the Radio books, and 
postings of the new stock to be issued made 
on all others. Over 238,000 new certificates 
had then to be issued and delivered to the 
Registrar for registration, envelopes ad- 
dressed, certificates and envelopes matched. 
Then 163,928 receipts (or scrip) for frac- 
tional shares for certain holders of General 
Electric stock, and 22,605 similar receipts (or 
scrip) for certain holders of Westinghouse 
stock, had to be matched with their proper 
envelopes and enclosed. 

Next, each of the 224,378 completed pieces 
of mail then had to be listed on duplicate 
registration lists for the post office and re- 
ceipts taken and filed. The sum of $47,000 
was required for postage and postal registra- 
tion fees. An additional $241,631.28 was ex- 
pended for Federal Transfer Tax stamps. 

These operations afford some idea of one 
of the biggest jobs in the history of corpora- 
tions, which was completed on time for the 
Radio Corporation by its transfer agent, The 
Corporation Trust Company. No actual work 
of transfer could be started until receipt of 
the list of General Electric stockholders, the 
record date for which was December 16th, 
and of the list of Westinghouse stockholders, 
the record date for which was January 23d. 
The court decree set February 20th as the 
absolute date for the change in ownership 
of the stock, consequently the entire trans- 
action had to be handled in a period of but 
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a few weeks. Radio Corporation of America 
being a Delaware corporation, the transfer 
was carried out at the Wilmington office of 
The Corporation Trust Company. 

The work required the undivided time of 
a staff of trained people which few transfer 
agents could have given to it even if all other 
work was stopped—over 200 at its high- 
water mark—but because of the breadth of 
The Corporation Trust Company’s activities 
in all departments of corporation work, and 
the extent of its organization for such work, 
the huge job was carried through while the 
regular business of the company’s offices 
went on undisturbed. 

The Wilmington office force was first aug- 
mented by trained men from the New York 
office. As the work became organized fur- 
ther reinforcements were drawn from the 
New York office. As this enlarged staff set- 
tled into routine the Philadelphia office of 
the company was drawn on for more men, 
next its Dover office sent reinforcements; 
then the Baltimore office and Jersey City, 
and finally Washington, enlisting a force of 
200 people engaged on this one task, while 
all the regular business of The Corporation 
Trust Company at its various offices was 
going on as usual. 

At one minute past midnight on February 
19th—the first minute of February 20th, the 





date fixed by the Court—the Wilmington 
post office was given the signal, specially 


guarded mail trucks began their work and 
6,040,782 shares of stock were started on 
their way to their new owners. The job was 
done. 


‘2 ‘2 2, 
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RECORD GIFT TAX 

The largest gift tax paid by any individual 
in the history of the United States was that 
received in Washington last month from 
Murry Guggenheim, well-known industrialist 
and financier of New York. In 1917 Mr. Gug- 
genheim established two trust 
funds valued at approximately 
20 million, for his son and 
daughter. These funds were rev- 
ocable, but this power was relin- 
quished in 1925, and under a 
recent decision of the United 
States Supreme Court, the donor 
was held taxable on the gift in 
the amount of $2,486,544 and in- 
terest, bringing the total tax to 
$3,449,107. 


Donald D. McKay, vice-presi- 
dent of the Harris-Forbes Trust 
Company of Boston, Mass., has 
been placed in charge of the new 
business department. 


The Waltham National Bank 
and the Waltham Trust Com- 
pany of Waltham, Mass., have 
been merged. 
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TODD COMPANY MEETS EMERGENCY 
CALLS FOR SCRIP 

The Todd Company of Rochester, N. Y., 
well known originators and manufacturers 
of registered safety and check paper, has to 
its credit an exceptional performance in re- 
sponding to numerous emergency calls from 
various points of the country for the speedy 
production of serip. Although the demand 
and use for serip ceased with the authoriza- 
tion of Federal Reserve national currency 
notes, scrip was used in considerable volume 
in a number of cities and served to answer 
the urgent need for currency during the 
banking holiday. 

Within forty-eight hours after calls came 
in from different cities the batteries of litho- 
graph presses at the Todd headquarters in 
Rochester had turned out $40,000,000 in Todd 
Greenbac Scrip. Inquiries poured in at 
headquarters and through branches when 
Michigan took a bank holiday and increased 
when banks in New York and other states 
were closed and reached a climax when the 
Federal Government declared a national mo- 
ratorium, Orders were received and filled 
from Rochester, Binghampton, Jamestown, 
N. Y., and from Nashville, Tenn., from Geor- 
gia, Boston and numerous other cities. Roch- 


ester alone was supplied with scrip to the 
amount of $6,000,000. The Todd presses and 
personnel were operating on a twenty-four- 
hour working basis. 

The facilities of the Todd Company were 
in demand because of the nationwide repu- 
tation of the Greenbac check paper and reg- 
istered safety paper manufactured by that 
organization, which is proof against forgery 
or alteration. The company has been spe- 
cializing in this field of safety paper for 
more than thirty-two years. 


After more than two years of litigation 
the executors of the $114,000,000 estate of 
Dr. John T. Dorrance, who was head of the 
Campbell Soup Company, have tendered pay- 
ment to the Commonwealth of Pennsylvania 
of $14,500,000 inheritance taxes. Tender is 
made “on account” pending final adjudication. 

The Empire Trust Company of New York 
has been appointed registrar for the prefer- 
ence and common stocks of Steuben Tavern, 
Ine., and transfer agent for the common 
stock of Highland Spring Brewing Company. 

John D. Adams has been elected trust 
officer of the Union National Bank of Troy, 
N.Y. 
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JAMES H. PERKINS CHOSEN CHAIRMAN OF THE BOARD 
OF THE NATIONAL CITY BANK OF NEW YORK 


A development of major importance in 
New York banking circles was the recent 


resignation of Charles E. Mitchell as chair- 
man and a director of the National City 
Bank and the subsequent election of James 
H. Perkins, president of the City Bank Farm- 
ers Trust Company, to the office of chairman 
of the board. In his letter of resignation 
Mr. Mitchell stated that his resignation was 
prompted by a sense of loyalty to the Na- 
tional City Bank in the face of criticism di- 
rected at him personally and because of pub- 
lic misunderstanding of testimony given by 
him in ex-parte hearings before the Senate 
Committee on Banking and Currency and 
relating chiefly to certain activities of the 
National City Company, the securities affili- 
ate of the bank, which transpired during the 
years of 1928, 1929 and 1930. Directors of 
the National City Company also accepted the 
resignation of Mr. Mitchell as chairman of 
that organization as well as that of Hugh B. 
Baker as president of the securities affiliate. 
With the resignation of Mr. Mitchell the of- 
fice of chairman which he assumed in June, 
1929, was abolished by the board of direc- 
tors of the National City Bank and govern- 
ing authority of the board of directors was 
re-established. The office of chairman had 
carried with it executive powers over the 
three affiliated institutions, the National City 
Bank, the National City Company and the 
City Bank Farmers Trust Company, the lat- 
ter having been absorbed by the National 
City Bank in 1929 and formerly bearing the 
title of Farmers Loan and Trust Company, 
the pioneer trust company of the United 
States. 

Evidence of the favorable reaction of pub- 
lic sentiment and in banking circles caused 
by the election of Mr. Perkins as chairman 
of the board of the National City Bank was 
the immediate market-wise advance in the 
shares of the bank. This development was 
regarded as removing the National City 
Bank from uncertainty created in the public 
mind by widely published reports of the 
Senate Committee hearings which were gen- 
erally interpreted as reflecting upon the per- 
sonal transactions of Mr. Mitchell. The se- 
lection of Mr. Perkins, indeed, imparted an 
influence of renewed confidence which spread 


throughout the financial district and at a 
time when conditions in various cities of the 
country were swiftly leading toward the na- 
tionwide “bank holiday.” 

In his letter of resignation Mr. Mitchell 
said in part: “As the chief executive officer 
of the National City Company, as well as of 
the bank, I personally have been brought un- 
der a cloud of criticism from which I con- 
ceive that the institution should not be per- 
mitted te suffer by my continuance in office. 

“It is, therefore, with deep regret, but at 
the same time with satisfaction, that the way 
of service to the institution is open to me, 
that I ask you to accept my resignation as a 
director and as chairman of the National 
City Bank of New York, which resignation 
applies as well to my similar position in the 
affiliated and subsidiary companies. 

“T am sure that this elimination of my 
personality will not in the slightest degree 
affect the loyalty and devotion to service 





JAMES H, PERKINS 
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of the officers and employees who have been 


my associates in this great National City 
institution. Its financial strength is sueh 


that it needs no restatement by me, but it 
will always be my deepest source of pride.” 

Following the action of the boards of the 
National City Bank and the National City 
Company, Mr. Perkins issued a brief state- 
ment saying that “the primary business of 
the bank is to serve the domestie and foreign 
commerce and industry of the United States 
in the field of commercial banking along the 
same lines as in the past.” As for the fu- 
ture of the National City Company, Mr. Per- 
kins said that “pending legislative deter- 
mination of the status of securities affiliates, 
the policy would be to confine the company’s 


activities to government, state, municipal 
and corporate bonds of the highest char- 
acter.” 

Mr. Perkins continues as president and 


chief operating head of the City Bank Farm- 
ers Trust Company which has devoted its 
activities primarily to the conduct of trust 
business since the transfer of its commercial 
business to the National City Bank in 1929. 
It is freely conceded that because of his ca- 
reer, his personality and inborn conserva- 
tism, no better choice could have been made 
than that of Mr. Perkins to head the Na- 
tional City Bank as the second largest bank- 
ing institution in the United States, reporting 
at close of last year combined assets of 
$1,.615,260.569 and combined capital, surplus 
and undivided profits of over $205,000,000. 

Mr. Perkins is fifty-seven years of age and 
was born in Milton, Mass., where he attend- 
ed public schools, the Milton Academy and 
graduating from Harvard in 1898 with an 
A.B. degree. His first business association 
was with Walter Baker & Company, choco- 
late manufacturers where in seven years he 
rose to an executive position. He began his 
banking experience with the American Trust 
Company of Boston of which he became vice- 
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president. In 1908 he responded to a eall 
from the National Commercial Bank of Al- 
bany, N. Y., of which he became president 
in 1912. Two years later he became vice- 
president of the National City Bank of New 
Bank. After the outbreak of the war he 
went to Europe where he served as Red 
Cross Commissioner and an officer in the 
American Army. Returning in 1919 he be- 
came associated for a brief period with the 
private banking house of Montgomery & 
Company. 

In 1921 Mr. Perkins was elected president 
of the Farmers Loan & Trust Company to 
which he has given devoted and _ distin- 
guished service. In 1929 the Farmers was 
absorbed by the National City Bank and the 
title changed to the City Bank Farmers 
Trust Company, Mr. Perkins remaining as 
president and was also elected a director of 
the National City Bank, 


GAINS REGISTERED BY EQUITABLE LIFE 

New business written by the Equitable Life 
Assurance Society for 1952 includes $256,- 
000,000 for group insurance which establishes 
a record and is $100,000.000 ahead of 1951. 
The Society received during the past year 
$24,000,000 in premiums for group protection. 
The seventy-third annual statement of the 
organization, covering the past year, shows 
total insurance outstanding of $6,665,098,062. 
Ordinary new insurance paid for in 1952 
amounted to $465,755,264 and new group in- 
surance $154,355,1S7. Total receipts for year 
total disbursements, 


were $354.742.953 and 
$285,169,910. Assets aggregate $1,471,697.006 
with general insurance reserve of $1,307.- 


394.320 and contingency reserve of $64,208,- 
603. 


The Florida legislature is debating the 
adoption of a modernized code on probate 
law and procedure. 

































THE TRUST COMPANY 


AT WORK 


DIVERSIFIED SCOPE AND VERSATILITY OF 
SERVICES GRAPHICALLY DESCRIBED 


HE Girard Trust Company of Phila- 
delphia, managing securities and es- 
tate properties in excess of $900,000,- 
000 in various trust capacities and with an 
experience of nearly a century, has issued 4 
most interesting and attractively illustrated 
booklet entitled “The Trust Company at 
Work.” It affords an intimate and “close 
up” view of the great diversity of business, 
estate and individual interests which a great 
trust company is called upon to serve. The 
recital is rendered more lucid and impres- 
Sive by attractive illustrations of actual 
business, industrial, cultural and other ac- 
tivities over which the Girard Trust Com- 
pany exercises fiduciary administration. 
Here are a few of the capacities in which 
the Girard Trust Company functions in the 
exercise of managerial and trust supervi- 
sicn: 


Trust Company as Theatrical Producer 


Rehearsals had been in progress’ for 
months. The play was an historical one and 
had entailed much painstaking research. 
But the research was now finished.  Cos- 
tumes and settings had been selected with 
a careful eye to period authenticity. All the 
preliminary investment in time, money and 
labor had been expended. Everything was 
in readiness for the premiére and the subse- 
quent New York opening—and then the 
owner-producer died. 

The Girard Trust Company, having been 
named as executor and trustee under his 
will, promptly assumed its duties. Consulta- 
tions were had with the beneficiaries and a 
study of the estate assets was made. 
management dictated a course that coincided 
with that oldest of theatrical precepts: “The 
play must go on.” The trust company in co- 
operation with the heirs became a successful 
producer. Not only was the large original 
investment saved but a substantial profit 
made by long runs to crowded houses in 
leading cities. 


Good 


Operating a Coal Mine 
In Virginia a Coal Mine.—Shortly after 
the World War when the demand for coal 
was at low ebb, there came into the posses- 


sion of the trust company, as executor and 
trustee of the will of one of its clients, the 
majority interest in a soft coal property lo- 
cated in Virginia. Study of the situation re- 
vealed a company in poor financial condi- 
tion, needing money for its payroll. Forced 
liquidation would have involved a_ serious 
loss in the investment. A problem presented 
itself to the trustee requiring the exercise 
of discriminating judgment. Did the prop- 
erty with careful management offer suffi- 
cient hope of success to justify the further 
investment of estate funds required to con- 
tinue the operation of the business? The 
trust company decided in the affirmative and 
from this difficult beginning became a suc- 
cessful miner of coal. The property is now 
paying 24 per cent in dividends and its quick 
assets are twice its capital. A property of 
doubtful potentialities has become a bulwark 
of the estate. 


Candles and Cranberries 

In a single day the trust company is inter- 
ested in increasing the return from cran- 
berry bogs in New Jersey and a chandlery 
in Ohio; a department store in North Caro- 
lina and a cement plant in Pennsylvania; a 
cooperative farm in New York and a hotel 
in Philadelphia. All call for continuous, ac- 
tive and resourceful management. The in- 
gredient that was essential during the in- 
dividual owner’s lifetime to creating the es- 
tate is necessary for its preservation in the 
interests of his beneficiaries. ‘The policies 
of the deceased owner are carried out, or 
new ones, required by changing business con- 
ditions, are formulated for the successful 
conduct of the business.” 

These illustrative examples afford but a 
small cross-section of “The Trust Company 
at Work.’ Among other cited fiduciary ac- 
tivities of the Girard Trust Company are 
the following: Operation of a modern ce- 
ment plant covering 472 acres, as part of an 
estate property. Operation of a shipyard, 
more than a century old, which came to the 
trust Company as an estate asset and which 
is being profitably conducted. Hundreds of 
college students are receiving their education 
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MorrISTOWN TRUST COMPANY 


MORRISTOWN, NEW JERSEY 


Fiduciary and Trust Service with forty years success- 


ful experience. 


General Banking and Safe Deposit. 


CAPITAL, ONE MILLION DOLLARS 


under the trust company guidance, through 
untimely death of parents or through educa- 
tional endowments. Management of an es- 
tate of 120,000 acres, including farm lands, 
lakes, cranberry forests, game _ pre- 
serves and hydro-electric power, all in pro- 
cess of profitable development. Other ac- 
tivities include conduct of a southern de- 
partment store, operation of a fleet of trans- 
portation buses, care of a French chateau in 
Normandy, management of a specialty shop, 
of chain stores, ete. 


bogs, 


Another feature of the booklet is the pub- 
lication, for the first time, of a chart indi- 
cating the scope of the organization which 
the Girard Trust Company has developed to 
manage and protect the property of its eli- 
ents. “The Trust Company at Work” well 
deserves to take its place as a classic in trust 
company literature and as impressing the 
reader with a new conception of the far- 
flung activities as well as the versatility of 
modern trust service. 


JOHN R. WASHBURN 


John R. Washburn, vice-president of the 
Continental Illinois National Bank & Trust 
Company of Chicago, and widely known in 
banking circles, died recently at his home in 
Highland Park at the age of fifty-six. Mr. 
Washburn began his career in 1896, when 
he became a messenger boy for the Fort 
Dearborn National Bank. In 1907 he was 
elected assistant cashier of the Continental 
National, his first official position. At the 
time of his death he was chairman of the 
exchange committee of the Chicago Clearing 
House Association and vice-chairman of the 
commerce and marine commission of the 
American Bankers Association. In 1910 he 
was vice-president of the Illinois Bankers 
Association. 


PROVISIONS OF 
RUPTCY ACT” 


“EMERGENCY BANK- 
AFFECTING FIDUCIARY 
INTERESTS 


(Continued from page 302) 


state Commerce Commission and is consented 
to by two-thirds of the creditors of any class 
whose rights are affected, and two-thirds of 
the security holders of any class whose rights 
are affected, the plan may be confirmed by 
the court, and becomes binding upon the non- 
consenting minorities. Upon confirmation of 
the plan, the debtor railroad corporation is 
discharged from all of its debts, except as 
provided in the plan, and the property is re- 
turned to the railroad corporation by the 
trustee or conveyed to another corporation 
provided for in the plan, free and clear of 
all claims of the original corporation, its 
creditors or stockholders. 


Novel Principles in Act 

Certain principles have been written into 
the law which are novel in American bank- 
ruptcy legislation, as follows: 

1. The time of payment of certain secured 
debts may be extended by an individual 
debtor ; 

2. The time of payment of all 
debts may be extended by a farmer; 

3. Claims for future rent are made prov- 
able debts for the first time, and the time of 
payment of a claim for future rent may be 
extended along with other debts by either 
an individual debtor or a farmer; 

4. The court in which the proceeding is 
instituted, has jurisdiction of the property 
of the debtor, wherever located, thus doing 
away with ancillary receiverships in other 
federal districts in which part of the debtor’s 
property may be situated; 

5. A debtor may procure relief by either 
composition or extension without having at- 
tached to his name the stigma of “bankrupt.” 


2°, 2, 2°, 
~ “ ~~ 
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Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 


FRANK C. McKINNEY 
Member of New York Bar and Author of ‘“‘Trust Investments”’ 


[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


OFFERED FREE OF CHARGE AND INCLUDING REQUESTS FOR COMPLETE COPIES OF COURT DECISIONS. ] 


COMMISSIONS OF TRUSTEES 
(The right of trustee to commissions 
on successive estates.) 

A decedent provided by his will for a trust. 
The income was to be paid to his wife for 
life and upon her death the executors and 
trustees were directed to divide the principal 
of the trust into three parts and to pay the 
income from each part to beneficiaries of 
each trust. The widow was one of the execu- 
tors and trustees. Upon her death it be- 
came necessary to appoint a successor trus- 
tee and the Title Guarantee & Trust Com- 
pany was appointed. <A petition was filed 
with the Surrogate for the purpose of deter- 
mining the commissions due the trustees. 

The trustees contended that upon the last 
accounting they were entitled to one-half 
of their commissions for paying out the trust 
fund held for the benefit of the widow and 
one-half for receiving the funds of the three 
separate shares for the benefit of the three 
children. The Surrogate decided that there 
was in effect but one trust, pursuant to 
which the trustees were to hold the trust 
funds for the benefit of the widow during 
her life, and to continue to hold it for the 
benefit of the three children during their 
respective lives. If the contention of the 
petitioners should be sustained, the trustees 
would receive commissions on successive 
trusts aggregating several full commissions 
on the principal of the estate. The Surrogate 
decided that in spite of the fact that the 
will directed the trustees to divide the prin- 
cipal of the trust fund into three equal parts 
after the death of the widow, there was in 
effect only one trust and therefore the trus- 
tees were entitled to commissions according- 
ly. The Court of Appeals, in a carefully con- 


sidered opinion, discussed the law governing 
the right to commissions and upheld the de- 
cision of the ‘Surrogate.—Estate of Coutts, 


29 


New York Law Journal, February 16, 1933. 


PRESUMPTION OF DEATH FROM ABSENCE 
(Important case on the question of 
sustaining presumption of death.) 

The following case is interesting not only 
because of the law involved, but also because 
of the unusual facts. In 1848, Mary Feehan, 
then a young girl, left her home in Ireland 
to reside in India, where she was to be 
employed as a servant. In 1887, her brother 
Patrick also left Ireland, came to America 
and prospered. He died in 1932, leaving a 
will wherein the sister Mary was named as 
a legatee. Inquiries were made in Ireland 
for information regarding Mary, but no trace 
of her could be found. Apparently she had 
never communicated with the members of 
her family in any way since her departure 
from Ireland in 1848. If she were alive she 
would be over 100 years of age. If she had 
died intestate, unmarried and leaving no 
heirs, her two nieces in New York would be 
entitled to her share of Patrick's estate. It 
appeared that no investigation in India had 
been made in an attempt to trace Mary 
Feehan. Perhaps no one knew the name of 
the place in that extensive country where 
she had gone in 1848. 

The Surrogate was asked to apply the law 
of presumption of death after seven years 
of absence, but he refused and in refusing 
stated the principles of law applicable to 
such cases as set forth in an early decision. 

“No presumption of a person’s death arises 
from the fact that such person, having aban- 
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doned his original place of residence in this 
state for the purpose of acquiring a new 
residence in some other state, has not been 
heard of for more than seven years at his 
original place of residence. The absence, 
without being heard from for seven years, 
which will warrant the presumption that a 
person is dead, means absence from the per- 
son’s place of residence—his home—with 
which place he would most certainly keep 
up some kind of communication, or to which 
he would return were he alive; hence, if he 
has been absent therefrom for seven years 
without having been heard of, it may natu- 
rally enough be presumed that he is dead, 
but no such inference can be drawn from 
the fact that he has been absent from, and 
has not been heard of at, a place which was 
not or had ceased to be his home or place 
of residence.”’—Estate of Mary Feehan, 145 
Mise. (N. Y.) 837. 


POWER OF BANK TO PLEDGE ITS ASSETS AS 
SECURITY FOR A PRIVATE DEPOSIT 
(A bank, to retain or obtain deposits, 
may not pledge its assets for the security 
of such deposits.) 

In the case of Bank of Commerce of 
Brockport vs. Stone, which has just been de- 
cided by the New York Court of Appeals 
(New York Law Journal, March 14, 1933) 
an important decision was made. The court 
referred to the case as a “test case.” 

The State Superintendent of Banks who 
had taken over the Bank of Commerce, 
brought suit against Stone as treasurer of 
The Farm and Home Bureau Association, to 
recover possession of fifteen $1,000 bonds 
owned by the Bank of Commerce which it 
had transferred to the Bureau as security 
for deposits made by the bureau in the bank. 
These deposits amounted to approximately 
$6,000. In a long and carefully considered 
opinion in which the court cited numerous 


cases on the subject, it was decided that the 
bank had no power or authority to pledge 
any of its assets for the benefit of securing 
any depositors. This amounted to a secret 
pledge to secure one, while others were left 
without security. Such practice is against 
public policy. 

The court further said that although the 
bank had no authority to make such a pledge, 
after it had been done it could not be un- 
done. Therefore, as a matter of law, the 
bureau was forced to return the bonds which 
had been pledged and to receive in ex- 
change therefor, the money which was on 
deposit with interest thereon. Referring to 
the Superintendent of Banks in such a ease, 
Judge Crane pointedly remarked: 

“The superintendent, therefore, is not 
compelled to wait until insolvency to inter- 
fere with the pledging of a bank’s securities 
for private deposits. It is his duty to ascer- 
tain the facts and in such manner as to him 
seems advisable, and at such time as com- 
ports with the necessity of the occasion, 
compel banks to again retake their assets, 
if so pledged, upon the return of the depos- 
its, when demanded.” 


Albert H. Wiggin, who retired recently as 
head of the Chase National Bank and who is 
now in Europe, representing American in- 
terests in the “standstill” agreement on Ger- 
man short-term debts, has resigned as a 
director of the Federal Reserve Bank of 
New York. 

The value of American 
February declined to approximately $100,- 
000,000 and representing the smallest 
month’s shipments since August, 1904. 

William A. Boyd has been elected presi- 
dent of the First National Bank of Ithaca, 
N. Y., succeeding Roger B. Williams, de- 
ceased. Eben T. Turner has been elected 
vice-president, succeeding Mr. Boyd. 


exports during 
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REVISED FEES FOR TRANSFER AGENCY 
SERVICE 

A committee of the Corporate Fiduciaries 
Association of the City of New York recently 
filed a revised schedule of fees for transfer 
agency service, which was approved by the 
executive committee of the association. The 
rates were modified to meet demands of 
corporations on the ground of reduced earn- 
ings and necessary expense reductions. The 
new schedule provides that for the issuance 
of 500 certificates and the maintenance of 
500 accounts, or any part thereof the mini- 
mum charge per annuam shall be $500. Re- 
ductions also were made for issuance of 
certificates and maintenance of accounts in 
excess of 500 as well as for posting certifi- 
cates. Modifications of rates applied like- 
wise on agencies with stockholders and main- 
tenance of stockholder’s lists, special work 
and partial services. On registrar service 
the minimum annual charge for registration 
of 500 certificates was fixed at $250 with 
varying rates for additional amounts and 
posting. 
Julien H. Hill, president of the 
State-Planters Bank & Trust Company of 
Richmond, Va., has been re-elected president 
of the Virginia State Chamber of Commerce. 


Colonel 


LEwIs E. PIERSON 


Chairman of the Board, Irving Trust Company of New 
York, who has been elected a member of the Executive 
Committee of the Trust Division, A. B. A. 
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Bank of America 
Trust Service 


~ ~ ~ embraces 
the collective experience and 
group judgment of trust ex- 
perts. It is a service which you 
or your client may call upon 
with complete confidence for 
the efficient handling of any 
fiduciary business in California. 
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in 243 California communities 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings 
Association, a National Bank 

and Bank of America, a California State Bank 

are identical in ownership and management 
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GREAT ACHIEVEMENT BY INSURANCE COMPANIES 


In a summary of the business of the three 
Travelers Insurance Com»anies in 1932, L. E. 
Zacher, president, said in part: “In the 
last three years, millions of people have 
been making use of insurance to save them- 
selves from the devastations of readjustment 
as well as to restore values which otherwise 
would have been stripped from them _ by 
either the natural or accidental occurrences 
of life. Under life insurance and annuity 
contracts, insurance companies collectively 
have poured more than four billion dollars 
of cash into the hands of living policyhold- 
ers; and put another two billion into the 
hands of widows, orphans and other benefi- 
ciaries. Thus, during a period of stress, did 
a secondary purpose of life insurance, that 
of providing emergency funds in cash for 
policyholders, come into unusual prominence. 
At the same time the primary purpose, that 
of providing incomes and substantial sums 
to families after the death of the income 
producer, continued to be accomplished. 

“Another three billion dollars has been 
paid to policyholders in the last three years 
by fire and casualty insurance companies. 
Insurance companies were able to meet 
promptly all their obligations during a_pe- 


riod when credit conditions generally were 
stringent. Loans to holders of life insurance 
policies were made promptly upon the sole 
security of their contracts. This noteworthy 
performance is evidence of the ability of in- 
surance to adjust itself to changing condi- 
tions; an ability that justified the faith of 
even the staunchest friends of insurance. 

“Some evidence of the extent to which the 
public has been helped by The Travelers 
Companies alone during the last three years 
of stress is shown by the disbursement of 
460 millions of dollars in policy benefits, in- 
cluding policy loans, during that period. Few 
sought policy loans until all other avenues 
of relief had been exhausted, and thou- 
sands who borrowed are steadily paying 
back the funds obtained and restoring their 
insurance protection. 

“The law of averages, which forms the 
basis of the insurance business, is observed 
in the investment of insurance funds as well 
as in the assumption of risks. The purpose 
of The Travelers Companies’ holdings of 
United States Government Bonds of 85 mil- 
lions, cash of 18 millions, and other mar- 
ketable securities is to meet their various 
obligations promptly as presented.” 
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EARNINGS OF ENGINEERS PUBLIC 
SERVICE COMPANY 

Consolidated gross earnings of the Engin- 
eers Public Service Company and constituent 
companies for the year ended December 31, 
1932, amounted to $44,835,077, as compared 
with $51,201,540 for the preceding year. Net 
operating income amounted to $20,472,944, 
against $22,713.848 and total income was 
$21,821,785, against $23,906,202. 

After charges, depreciation, dividends on 
preferred stock of constituent companies 
there was a balance of $4,190,051 applicable 
for dividends and surplus of Engineers Pub- 
lic Service Company. This compares with 
$6,440,954 in the preceding year. 

Net earnings for the common _— stock 
amounted to 98c. per share on $1,909,769 com- 
mon shares after preferred dividends. This 
compares with $2.15 per share on 1,909,734 
common shares in the preceding year. The 
current position of the company was sub- 
stantially improved during the year. Notes 
payable of the combined system decreased 
from $11,786,846 to $6,470,181. A further re- 
duction of $1,000,000 in notes payable has 
been made since the end of the year, it was 
reported. Bank debt of the parent company 
was reduced from $3,300,000 to $1,700,000. 
The bank debt now is $1,100,000. 

President Charles W. Kellogg of the com- 
pany, said in his report: “Since the organi- 
zation of the company in 1925, $126,000,000 
cash has been spent on the properties of the 
constituent companies. Of this amount 
$33,000,000 was furnished through invest- 
ment of the retirement reserve and from 
surplus earnings of constituents, leaving a 
balance of $93,000,000 to be provided by sale 
of securities. Of this amount Engineers Pub- 
lic Service supplied $31,000,000 largely from 
the proceeds of the sale of its own securities, 


leaving $62,000,000, or less than half the 
total required for construction purposes, 
raised by the sale to the publie of the securi- 


ties of operating companies.” 


TRUST ADVERTISING LITERATURE 
WHICH MAKES APPEAL 

The Purse Company of Chattanooga, Tenn., 
which has since 1912 deserved and main- 
tained a reputation as “headquarters for 
trust department advertising literature” has 
prepared a new series of trust booklets and 
masterbook, which are peculiarly adapted to 
current conditions as affecting the desirabil- 
ity and value of trust service. Purse Com- 
pany recognizes in its latest publications the 
value of beautiful design and appealing illus- 
trations which cannot fail to arrest atten- 
tion. One of the latest and most artistic 
booklets is entitled “Safely for the Future.” 
This series follows closely upon the trust 
booklet entitled “The Visualater” which is 
being widely circulated by trust departments 
with most satisfactory results. Samples of 
these booklets are to be had for the asking 
by writing to the Purse Company, Chatta- 
nooga, Tenn. 


BRITISH VIEW OF GOLD STANDARD 

The views expressed by the Right Honor- 
able R. McKenna, chairman of the Midland 
Bank, Ltd., of London, dealing with the gold 
standard and American monetary policies, 
which appeared in the last issue of Trust 
COMPANIES, Were based upon a speech deliv- 
ered by Mr. McKenna at the annual meeting 
of the shareholders of the Midland Bank. 
The address derived unusual interest because 
of Mr. McKenna’s recital of British experi- 
ence since the divorce of Great Britain from 
gold and the effect of monetary policies on 
prices, 





380 TRUST 


If Oldest Trust \ 
Department 


In Alabama 


Let us handle your trust affairs in 


this district. Correspondence invited. 


& SAVINGS COMPANYiI 


MEMBER FEDERAL RESERVE System *44 
= i Stat 


OFFICIAL PROMOTIONS AT 
MINNEAPOLIS BANK 


Among the promotions made by the board 
of directors of the Midland National Bank 
& Trust Company of Minneapolis at their an- 
nual meeting were those of Trygve Oas and 
L. L. D. Stark, who were elected trust offi- 
cers. Mr, Oas began his banking career in 
1901 at the Fourth Street National Bank of 
Philadelphia. In 1913 he came to the Mid- 


L. L. D. STARK 


Trust Officer, Midland National Bank and Trust Co. of 
Minneapolis 


COMPANIES 


land National Bank & Trust Company which 
was then known as the Scandinavian Ameri- 
can National Bank. In 1915 he was elected 
assistant cashier, and subsequently cashier, 
and vice-president. He was treasurer of the 
Norse-American Centennial in 1925, at which 
occasion the late President Calvin Coolidge 
was speaker. He is president of the Min- 
neapolis Chapter of Round Table Interna- 
tional. 

Mr. Stark is a member of the Minnesota 
bar and has been associated with the Mid- 
land National Bank & Trust Company since 
1917, being elected assistant trust officer in 
1922. He is vice-president of Corporate Fi- 
duciaries Association of Minnesota and lec- 
turer on “Guaranty and Suretyship” at the 
Minnesota College of Law. He was formerly 
president of Minneapolis Chapter, American 
Institute of Banking, former Chairman of 
the Minneapolis Bankers’ Forum, former in- 
structor in Minneapolis Y. M. C. A. Schools, 
and former president Minneapolis Business 
Men’s Association, He has been a speaker 
at the Mid-Continent Fiduciary Conferences 
of 1926, 1928 and 1930. 

The Midland National Bank & Trust Com- 
pany is affiliated with the Northwest Ban- 
corporation. 


Se 


TRYGVE OAS 


Trust Officer, Midland National Bank and Trust Co. of 
Minneapolis 
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NOTEWORTHY RECORD OF THE 
TRAVELERS GROUP 

The Travelers Group of insurance and 
indemnity companies which have contributed 
during the last three years the grand total 
of 460 millions in disbursements of policy 
benefits, including policy loans, presents a 
financial statement of operations during the 
year 1932 which is refreshing evidence of 
marked growth despite depression. The De- 
cember 51st annual statement of the Travel- 
ers Insurance Company shows assets of 
$674,492,525, reserves of $615,097.389, and 
income of $176,604,196 in 1932. The Travel- 
ers Indemnity Company shows assets of $20,- 
120,434, and reserves of $8.166,961, while in- 
come last year amounted to $11,123,782. The 
Travelers Fire Insurance Company, the ju- 
nior member of the group, shows assets of 
$16,054,586, and reserves of $10,266,136.  In- 
come during the year amounted to $9,847,023. 

Income from premiums and investments of 
the three Travelers companies last year was 
more than $197,581,000, Of this amount more 
than $166,992,000 came from premium in- 
come. The income of the three companies 
was less than 9 per cent below that of 1931, 
while interest, investment, and rent earnings 
were greater than in the boom year of 1929. 
The premium income in 19382 consisted of 
more than $102,786,000 for life insurance: 
$11,816,000 for accident and health insurance ; 
$4,830,000 liability insurance, $22,620,000 au- 
tomobile casualty insurance, $12,109,000 
workmen’s compensation, $2,066,000 burglary 
insurance, $1,637,000 automobile, fire, theft 
and tornado: $7,478,000 fire and miscellane- 
ous fire lines, $680,000 boiler insurance, $421,- 
000 machinery, fly wheel and other miscel- 
laneous lines, and $544,000 plate glass in- 
surance. New life insurance paid for in the 
year was more than $506,000,000. 


NO MCRATORIUM ON “BLUE SKY” 
SECURITY SALESMEN 

That there is no moratorium on the opera- 
tions of blue-sky security salesmen, is evi- 
denced from the recent annual report of the 
Attorney General of New York, covering the 
work of the State Bureau of Securities. The 
investing public in this state alone lost a 
total of $48,352,465 through purchase of 
worthless securities during 1932, a decrease 
of only eleven millions from 1951. Of this 
amount the bureau was able to force resti- 
tution of $1,735,963, and 1,522 persons and 
firms were enjoined from further sales, 
under the provisions of the Martin act. 
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NEW ENGLAND’S OLDEST TRUST 
COMPANY OFFERS EFFECTIVE RE- 
PRESENTATION IN RHODE ISLAND 


~~ 


WA Rhode Island 
Hospital Trust Company 


15 Westminster St., 


Providence, R. |. 
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New York Escrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 


For over forty-eight years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes 
arise in connection with real estate. 


Title Guarantee and Trust Company 


176 BRoADWAY 175 ReEmMSEN STREET 
New York BROOKLYN 


SECURITY TRUST COMPANY OF 
ROCHESTER, N. Y. 

The Security Trust Company of Rochester, 
N. Y., records exceptional progress in the 
handling of estates and trusts. A recent ac- 
quisition was the fiduciary management of 
the estate of the late Mr. Eastman, the 
Kodak manufacturer. In the year 1920 the 
company held trust funds of $34,400,000 in- 
creasing to $62,200,000 in 1925; to $112,700,- 
000 in 1980 and the latest total being $123,- 
400,000. 


W. H. Brenton, president of the Iowa- 
Des Moines National Bank & Trust Company 
of Des Moines, Ia., a member of the North- 
west Bancorporation, has been advanced to 
the vice-presidency of the Bancorporation 
with headquarters in Minneapolis. 


The Highland Park State Bank of Detroit, 

during the height of the banking holiday, re- 

ceived a check one morning for $50 with the 

accompanying statement: “I am mailing 

this check in the hope that my mite will help 

my good friends in the Highland Park State 
ERVIN J. BARNEY 


Bank.” The check was deposited by Thomas . ; : 
Re ty ee , ecently appointed Tax Counsel for the Chicago Title and 
J. Munroe, a watchman. Treat Comoany 





TRUST COMPANIES 


New York 


BANKING MORATORIA AND AFTERMATH 
IN NEW YORK 

If there is any one development which de- 
serves to be stressed in surveying the nation- 
wide bank moratorium and the suspension of 
trading, particularly as registered in the 
financial center of the nation, it is the dem- 
onstration of strength and resourcefulness 
shown by the large banks and trust compa- 
nies of this city. In some respects the tests 
applied to the New York banking structure 
was more severe than those experienced in 
1907 which witnessed the collapse of the 
systems of pyramided bank reserves and the 
issuance of Clearing House ¢ertificates. De- 
spite the confusion attending the inaugura- 
tion of a new President facing a whirlwind 
succession of banking holidays in various 
states and culminating in the proclamation 
of a nationwide suspension of normal bank- 
ing operations, the New York banking lead- 
ers kept their heads. The Clearing House 
and the machinery of the state government 
worked in speedy collaboration with the 
agencies of control set in motion in Washing- 
ton by the new President. 

When the banking holiday came to an end 
there was no sign of anything unusual hav- 
ing happened except for the rush at receiv- 
ing tellers’ windows and the eagerness with 
which gold hoarders besieged the banks and 
the Federal Reserve to relieve themselves of 
coin. The temporary suspension of banking 
facilities was taken good naturedly by the 
people of New York City: ample credit was 
offered for food and necessities and salaried 
people were hardly inconvenienced. With 
the resumption of trading on the New York 
Stock Exchange there was a day of trading 
during which over five million § shares 
changed hands with quotations registering 
gains suggestive of the days of the specula- 
tive boom. The dollar resumed its strong 
position in foreign exchange and the Federal 
Reserve Bank figures revealed every sign of 


€ 
i 


restored confidence to which the inaugural 
speech of President Roosevelt had previously 
made due contribution. 

History will record this chapter in hectic 
banking experience as attesting anew to the 
fundamental integrity of the management of 
America’s largest banks and trust companies 
located in New York City, courageously meet- 
ing successive attacks of heavy interior with- 
drawals and incipient panic among deposi- - 
tors which was evidenced only in congested 
sections of the city where foreign born pop- 
ulations predominated. 


OUTLOOK FOR BANKING LEGISLATION 
IN NEW YORK 

With the subsidence of the banking emer- 
gency the New York legislature is address- 
ing itself anew to a program of legislation 
designed to remedy disclosed defects and 
safeguard the banking structure against 
repetition of recent experience. Although the 
Superintendent of Banking, Joseph A. Brod- 
erick advocated statewide branch banking 
facilities the prospects are that if any legis- 
lation is adopted on branch banking it will 
prescribe more limited scope. The lower 
house at Albany has passed a number of 
banking bills recommended by the Superin- 
tendent of Banks. One permits directors of 
a bank to discharge officers and employees. 
Another bill gives the Banking Superinten- 
dent the power, after hearing before the 
banking board, to remove directors of a bank. 
A third bill permits the Superintendent, as 
liquidator of a closed bank, to borrow on its 
assets, presumably from the Reconstruction 
Finance Corporation. Another bill gives the 
Superintendent power to segregate any nec- 
essary portion of deposits of a weakened 
bank to keep the institution going. 

Other bills are pending the outcome of 
which is dubious. One provides that thrift 
and savings accounts must be invested in 
securities legal for savings banks. Another 
bill would segregate thrift accounts for pref- 
erence in case of solvency. Opposition is 
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voiced by savings bankers toward the pro- 
posed reserve savings bank with compulsory 
participation, and favoring the plan of volun- 
tary cooperation. Other bills meeting with 
opposition include one which would give the 
Superintendent the power to direct emer- 
gency bank mergers without waiting for ap- 
proval of the stockholders and a measure 
prohibiting banks from making loans to their 
own officers. A bill which has considerable 
support is that recommended by the Super- 
intendent to prohibit bank officers from be- 
ing officers of affiliated concerns. 


NATIONAL CITY BANK TO DIVORCE ITS 
SECURITY AFFILIATE 

Announcement has been forthcoming from 
the directors of the National City Bank and 
the National City Company that plans are 
being considered to effect the separation of 
the security affiliate from the bank. A re- 
cent statement from James H. Perkins, the 
newly elected chairman of the board of the 
National City Bank reads: 

“The boards of directors of the National 
City Bank of New York and of the National 
City Company have determined on the policy 
of working toward the divorcement of the 
bank ands its security affiliate. It will be 
sought to accomplish this as soon as it can 
be done in an orderly manner without sacri- 
fice of the assets of the company and of the 
value which exists in its facilities for the 
purchase and distribution of investment se- 
curities of the highest grade. 

“In pursuance of this policy, from this 
time on, no executive officer of the bank will 
sit upon the board of the company and no 
executive officer of the company will sit upon 
the board of the bank.” 

Details as to the methods of separating 
the National City Company from the Na- 
tional City Bank have not been made public. 
It is possible that the course pursued will 
be similar to that observed by other banks 


ALBERT I. TABOR, Secretary 

ALFRED W. ABRAMS, Assistant Secretary 
EUGENE L. VAN WART, Assistant Secretary 
CHESTER A. ALLEN, 2nd Trust Officer 


and trust companies which have divorced 
their affiliates, namely by delivering to each 
shareholder of the bank a share in the se- 
curities company or otherwise a share in a 
holding company formed to take over the 
stock of the securities affiliate. 

This action is of interest because of the 
prospect of legislation at Washington and 
the expressed intention of President Roose- 
velt favoring legislation is also incorporated 
in the pending Glass bill to bring about 
seperation of investment or security affiliates 
from commercial banking operations. 


CONSERVATOR IN CHARGE OF HARRI- 
MAN NATIONAL BANK & TRUST CO. 
Following the failure of the Harriman Na- 

tional Bank & Trust Company of New York 

to obtain authority to resume regular bank- 
ing functions, under the provisions of Presi- 
dent Roosevelt's banking emergency program, 
the institution was placed in charge of Henry 

Kk. Cooper, the president, as conservator. 

Shortly thereafter a Federal warrant was 

served for the arrest of Joseph W. Harriman, 

chairman of the board of the Harriman bank 
on charges of making false entries and mis- 
use of the bank’s funds to the total of 
$1,661,170 irregular withdrawals. On account 
of illness of the banker bail was fixed at 
$25,000 and future date set for hearing. 
Previous to the national banking holiday 

a conference was held by members of the 

Clearing House Committee but no plan could 

be agreed upon to enable the Harriman Bank 

to resume business. Heavy withdrawal of 
deposits hastened the plight of the bank 
which reported on December 31, deposits of 
$30,168,000 with capital, surplus and undi- 
vided profits of $2,940,000. Among the de- 
posit liabilities of the bank are pension and 
insurance funds of the New York Fire De- 
partment amounting to $600,000 and $1,250,- 
000 New York City funds. 
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SEEK USE OF ESTATE FUNDS TO BAL- 

ANCE NEW YORK STATE BUDGET 

Republican members of the New York leg- 
islature are recommending the use _ of 
$15,000,000 deposited by executors and trus- 
tees of estates with the State Treasury, as a 
means of balancing the state budget and 
meeting emergency needs. When the inher- 
itance tax of New York was amended in 1930 
there remained in the state treasury about 
$35,000,000 in cash and bonds deposited by 
executors and trustees of guar- 
antee payment of the inheritance tax, caleu- 
lated at the highest rate. Upon 
settlement a part will to the estates. 
It is claimed that since such final settlement 
may be deferred for years, that some agree- 
ment be made with executors and trustees 
whereby $15,000,000 of such deposited funds 
could be made available for reduction of 
taxes. 


estates to 


possible 
revert 


FEWER WILLS FILED IN 1932 
Reports from the Surrogates courts of 
New York and Kings Counties show a de- 
cline in the number of wills probated, from 
2,963 in 1951 to 2,764 in 1932 for New York 
County: and a decline in wills filed in Kings 
County from 3,262 in 1931 to 3,155 in 19532, 
with a corresponding decrease in litigation. 
The total value of estates before the latter 
court in 1932 amounted to $58,537,206 for the 
year, compared with estates valued at $35,- 

459,304 for a six-month period of 1931. 


The Chemical Bank & Trust Company of 
New York has declared the regular dividend 
of 45 cents per share for the first quarter 
of the current year. 

The Court of Appeals in Albany has de- 
clared illegal an agreement whereby a bank 
pledged its assets as security for the de- 
posits of a private organization. 


A. H. S. POST, President 





BANK OF NEW YORK & TRUST COMPANY 
ENTERS 150TH YEAR 


One hundred and forty-nine years of con- 
tinuous service to country and community 
have marked the progress of the Bank of 
New York & ‘Trust Company since its found- 
ing on March 15, 1784, a few months after 
the close of the Revolutionary War. Among 
its founders are names illustrious in Ameri- 
can history; Isaac Roosevelt, great-great- 
grandfather of Franklin D. Roosevelt, Presi- 
dent of the United States, Alexander Hamil- 
ton, Daniel MeCormick, John Vanderbilt and 
General Alexander McDougall. 

The oldest existing bank in America, char- 
tered as the Bank of New York, and retain- 
ing its original site at 48 Wall street, the 
record of this institution has been one of 
outstanding preeminence in the financing of 
federal, state and local governments through 
wars and economic difficulties, as well as in 
the fostering of the commercial and _ in- 
dustrial development of the country through 
nearly a century and a half of unsurpassed 
achievement. 

Through its only merger, with the New 
York Life Insurance & Trust Company 
founded in 1830, it carries on the traditions 
of the first institution to use the title of 
“trust company.” Edwin G. Merrill is chair- 
man of the board and John C. Traphagen, 
president of the bank, which now has re- 
sources of over 127 millions, including capi- 
tal and surplus of more than 14 millions. 


Common and preferred stockholders of the 
General Motors Corporation have increased 
se 


to 372,284, a gain of 6,299 since the first of 
the year. 


The Commercial National Bank & Trust 
Company of New York is registrar for the 
common stock of the Lock Nut Corporation 
of America. 





386 


MANUFACTURERS TRUST ACTS TO 
CONSERVE EARNINGS 

In a letter to shareholders of the Manu- 
facturers Trust Company of New York, the 
president, Harvey D. Gibson, advises that 
the directors have decided to omit the divi- 
dend for the first quarter of the current 
year, in order to conserve earnings and en- 
hance reserves. Mr. Gibson stated: 

“The stockholders of the Manufacturers 
Trust Company,” he says, “have every right 
to point with satisfaction to the record of 
their company in meeting the unusual de- 
mands of the recent past. Our present con- 
dition is excellent. Our earnings have been 
substantially in excess of present dividend 
requirements. However, it seems prudent to 
conserve our earnings and to build up re- 
serves even beyond any actual needs which 
can now be foreseen.” 

Under the management of Mr. Gibson the 
Manufacturers Trust Company has achieved 
a remarkable return to substantial growth 
and earning capacity. Earnings during the 
year 1932 were $5,297,000 as compared with 
$4,129,000 in 1931, and equivalent to one and 
two-third times annual dividend. Deposits 
at close of year were $392,213,000 with capi- 
tal of $32,935,000; surplus and undivided 
profits, $20,297,483, and reserves of $19,461,- 
968. 


BROOKLYN TRUST OFFICIAL HEADS 
CHAMBER OF COMMERCE 

George A. Barnewall, vice-president of the 

Brooklyn Trust Company, was elected presi- 

dent of the Flatbush Chamber of Commerce 

at the recent annual meeting of the cham- 


ber. Mr. Barnewall was born in Philadel- 
phia and came to New York City in 1901. 
For several years prior to his first connec- 
tion with the Brooklyn Trust Company in 
1918 he was employed by the Corn Exchange 
Bank and other organizations. 

From 1918 until 1926 he served on the 
auditing staff of the Brooklyn Trust Com- 
pany, becoming assistant manager of the 
Flatbush office, 515 Ocean avenue, which was 
opened in the latter year. 

In 1928 he was appointed manager of the 
Avenue U office of the company, and subse- 
quently he was transferred to the main 
office and appointed an assistant secretary. 
In February, 1930, he was elected a _ vice- 
president. 


Regular dividends for the first quarter of 
the year have been authorized by directors 
of the Bankers Trust Company and the Bank 
of New York & ‘Trust Company. 
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ELECTED PRESIDENT OF LAWYERS 
TRUST COMPANY 


Announcement was made recently of the 
election of Albert W. Haigh, formerly presi- 
dent of the Lawyers Westchester Mortgage & 
Title Company of White Plains, N. Y., to 
succeed Louis V. Bright as president of the 
Lawyers Trust Company of New York, and 
also as president of the Lawyers Title & 
Guaranty Company. Mr. Bright became 
chairman of the board. Mr. Haigh comes 
to his new post with wide experience in 
legal and real estate work. He graduated 
from Yale Law School in 1900, being admit- 
ted to the bar the same year. 

First associated with the Lawyers Title & 
Guaranty Company in 1901, Mr. Haigh or- 
ganized the White Plains affiliate in 1906 
becoming president five years later. For 
many years he has been active in public 
work, serving on the Board of Education, as 
president of the city council of White 
Plains, and as treasurer of the Westchester 
County Bar Association. The work of the 
County Sanitation Commission gained wide 
reputation under his chairmanship, for its 
efficient and progressive achievements in city 
planning and improvement. 

The Lawyers Trust Company showed total 
resources amounting to $19,657,923 in its 
statement of December 31, 1932, with capital, 
surplus and profits of $5,116,612. 


In accord with its conservative policies the 
directors of the Irving Trust Company of 
New York have voted to reduce the dividend 
for the first quarter of the year from 40 to 
25 cents a share. 

Robert F. Loree, vice-president of the 
Guaranty Trust Company of New York in 
charge of its foreign department, has been 
elected a director of the New York Central 
Railroad Company. 
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RECEIVERS FOR S. W. STRAUS & CO. 

Receivers appointed for S. W. Strauss & 
Co., of New York, which operated on an ex- 
tensive scale in financing and sale of real 
estate mortgage bonds, revealed that al- 
though the organization had sold more than 
$380,000,000 securities, the liquid 
amounted to only $29,000. The receivership 
earried with it an injunction prohibiting the 
company from carrying on business in New 
York. On March 8 and soon after the ap- 
pointment of the receiver the new firm of 
Straus Securities Co., Inc. was formed with 
offices at 60 Wall street and announcing that 
associated with the company are executives 
formerly identified with S. W. Straus & Co. 
Under the provisions of the Martin Act the 
office of the State Attorney General instituted 
an investigation of the affairs of the new 
company. 


assets 


EDWIN FRANCIS HYDE 

The recent death of Edwin Francis Hyde 
recalls a career of brilliant attainments in 
the legal profession, in banking and in cul- 
tural pursuits. For an uninterrupted period 
of thirty-three years he held the position of 
vice-president of the old Central Trust Com- 
pany of New York, retiring in 1919. It was 
Mr. Hyde who initiated the practice of bring- 
ing famous musical maestros to the United 
States as concert guests. For many years he 
was president of the Philharmonic Society of 
New York and he was foremost in various 
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branches of the fine arts. He waS8 also form- 
er president of the American Bible Society 
and active in the work of the Princeton 
Theological Seminary. Mr. Hyde was born 
of old New England stock in New York and 
died at the advanced age of ninety-one. 


Although earnings have been more than 
sufficient to meet dividend requirements at 
the old rate the directors of the Brooklyn 
Trust Company decided to reduce the divi- 
dend for the first quarter of this year from 
$2.50 to $1.00, in the interest of conservatism 
and applying a larger portion of current 
earnings to building up reserves for contin- 
gencies. 

Although earnings have exceeded dividend 
requirements by a considerable margin the 
directors of the National City Bank have 
authorized a reduction in the dividend for 
the first quarter of this year from 50 to 25 
cents a share. ’ 

The Bank of the Manhattan Company has 
been appointed trustee for an issue of $740,- 
100 ten-year 3 per cent sinking fund mort- 
gage bonds of the 29th Street Towers Cor- 
poration. 

James Rowland Angell, president of Yale 
University, has been elected a director of 
the New York Life Insurance Company, suc- 
ceeding the late ex-President Calvin Coolidge. 

Mark Graves, director of the New York 
State budget, has been elected a member of 
the New York State Tax Commission. 





Capital 


CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Surplus and 

Undivided 
Profits 

Dec. 31, 1932 


Deposits 
Dec. 31, 1932 Bid 


Anglo-South American Trust Co 

Banca Commerciale Italiana Trust Co...... 
Bank of The Manhattan Co.............. 
Bank of New York & Trust Co............ 
ee Lo eee ree 
Bronx County Trust Co 

Brooklyn Trust Co 

Central Hanover Bank and Trust Co....... 
Chemical Bank & Trust Co 

City Bank Farmers Trust Co 

Continental Bank & Trust Co 

Corn Exchange Bank & Trust Co 
Corporation Trust Co 

County Trust Co 

Empire Trust Co 

Fiduciary Trust Co 

Fulton Trust Co 

Guaranty Trust Co 

Irving Trust Co 

Kings County Trust Co 

Lawyers Trust Co 

Manufacturers Trust Co 

Marine Midland Trust Co 

New York Trust Co 

Title Guarantee & Trust 

United States Trust Co 


$1,000,000 
2,000,000 
20,000,000 
6,000,000 
25,000,000 
1,550,000 
8,200,000 
21,000,000 
21,000,000 
10,000,000 
4,000,000 
15,000,000 


500,000 
3,000,000 
32,935,000 


$732,400 
2,016,500 
36,889,200 
9,219,800 
77,136,100 
520,700 
10,337,100 
69,031,200 
45,412,500 


$2,779,000 
11,044,800 
352,960,200 
104,970,300 
623,744,000 
13,608,800 
113,491,300 
594,220,200 
322,930,700 
50,752,700 
34,177,800 
213,525,900 
57,500 
20,342,500 
58,898,300 
8,835,400 
16,244,100 


181,233,500 1,031,433,900 


62,412,100 
6,665, 100 
2,116,600 

20,297,500 
5,546,200 

22,019,400 

20,467,100 

27,050,700 


415,764,100 
29,474,400 
13,571,800 

393,036,400 
61,865,000 

260,511,500 
37,405,200 
68,592,600 


140 
315 
68 
10 
102 
13714 
39 
27 
17% 
6334 
3034 
2034 
250° 
309 
1934 
2000 


"185% 

"9214 

17% 
1570 
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Philadelphia 


Special Correspondence 


PHILADELPHIA BANKING RESUMES 
NORMAL ASPECTS 

Except for a relatively small number of 
banks subject to appointment of conservators 
or operating under restricted withdrawals 
the banking situation in Philadelphia and 
throughout the state of Pennsylvania are ren- 
dering business “as usual.’ The prompt re- 
opening of banks and trust companies in this 
city, following the banking holiday has im- 
pressed upon the people a stronger feeling 
of confidence and an assurance toward the 
integrity of banks and trust companies which 
contrasts with the restiveness that was com- 
municated by banking holidays declared in 
a number of states preceding the national 
moratorium. 

Here in Philadelphia the conditions are 
deemed so satisfactory that the Clearing 
House Association has declared itself ready 
to redeem its serip in cash. Only about 
$8,000,000 of the more than $50,000,000 certi- 
ficates printed for emergency circulation, has 
been actually paid over the bank counters 
to the public. The Governor of the Phila- 
delphia Federal Reserve Bank advises that 
Federal conservators have been appointed 
for eight national banks in this city and one 
in Bangor, Pa., all of which are among small- 
er institutions. Among the larger banks and 
trust companies both local and inter-banking 
relations have been restored to practically 
a normal basis with business and industry 
generally indicating a more vigorous trend. 


PROVISIONS OF PROPOSED NEW 
BANKING CODE 


A number of provisions in the new Penn- 
sylvania banking code now pending before 
the legislature are of direct interest to trust 
companies. One provision imposes double 
liability upon stockholders of trust compa- 
nies, effective after enactment. Heretofore 
the shares of trust companies were exempt 
from double liability under decisions ren- 
dered by the United States and the State 
Supreme courts. Another sub-division places 
limitations upon the handling of trust funds 
by trust companies, including prohibition 
against investing any of the trust funds in 
assets of the commercial department. 

The code, drafted by the Department of 
Justice, contains other important changes. 
There is a rigid provision to prevent the 
granting of new bank or trust company 
charters unless conditions justify. Capital 
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requirements of existing institutions and for 
new state banks or trust companies are to 
be substantially increased with larger sur- 
plus requirements. Another section provides 
for limitations upon types of investments by 
state banks and trust companies which fall 
into the speculative category. Investments 
in real estate are further re- 
stricted in proportion to assets. Other pro- 
eliminate the power to guarantee 
mortgages, mortgage pools or participations. 
The power of acting as surety is also to be 
eliminated, Loaning limits are also drawn 
more rigidly under the proposed code. 


mortgages 


visions 


A triple bank merger was consummated 
recently in Reading, VPa., embracing the 
Farmers National Bank & Trust Company, 
the Penn National Bank & Trust Company 
and the Reading National Bank & Trust 
Company. Combined resources are over 
$30,000,000. George D. Horst is president. 

James E. Gowan, vice-president of the 
Philadelphia Savings Fund Society, has been 
elected a director of the Central-Penn Na- 
tional Bank. 

The Beaver County Trust Company of New 
srighton, Pa., reports trust funds of $2,326,- 
544. 
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EXPANSION OF TRUST BUSINESS IN 
PENNSYLVANIA 
Trust business in Pennsylvania appears 
to be not only proof against bank moratori- 
ums and bank failures but also immune to 
the general trend decline in practically 
every other line of business. The recently 
compiled summary of trust funds adminis- 
tered by trust companies and banks in this 
commonwealth, embracing both state and na- 
tional chartered institutions, reveals a gain 
during the past year which is most remark- 
able in view of conditions prevailing. The 
trust companies of Pennsylvania report an 
increase in individual trust business of not 
than $197,182,186 during 1932. This 
brings the total to close to the five billion 
mark, or $4,995,863,511 to be exact. The 
266 national banks in Pennsylvania, exer- 
cising trust powers, report a total of $360,- 
904,221 in trust funds, representing an in- 
crease of $32,489,663 during the past year. 


less 


For the first time the aggregate volume of 
individual trust funds managed by the trust 
companies and national banks of Pennsyl- 
vania passes the five billion figure by a sub- 
stantial margin. It is interesting to note 
that while the number of national banks 
conducting trust departments has remained 
practically the same during the past year 
the number of trust companies engaged in 
trust business has decreased from 315 to 
285. This is accounted for because of sev- 
eral factors. Perhaps the most important 
is the large number of mergers and consoli- 
dations which have taken place during 1932. 
Another cause is the failure or suspension of 
trust companies the most of which were 
“trust companies” in name only and held 
little or no trust What is of impor- 
tance is that there is no record of any actual 
loss of trust funds where state institutions 
have been closed. This is owing to the seg- 
regation of trust accounts and other features 
of protection. 

Corporate trusts held by trust companies 
aggregated at the end of the year $5,755,969,- 
938, representing a decrease of $131,413,318. 
Corporate trusts held by national banks 
showed a gain of $5,984,721, bringing the to- 
tal to $166,024,928 and making grand total 
of corporate trusts held by state and na- 
tional institutions to $5,921,994,866. 

The summary compiled by the state de- 
partment of banking shows that the number 
of banking institutions subject to state super- 
vision in Pennsylvania was reduced during 
the past year from 811 to 751, the largest 
decrease shown in the number of state banks. 
Aggregate banking resources of all state in- 


assets. 


Careful management, 


conservative 
policies 
and strict 
adherence to 
sound banking 
principles 


since 1886 
* 


FIDELITY TRUST COMPANY 


341-343 FOURTH AVE. PITTSBURGH 





stitutions amounted at the close of the year 
to $2,781,983,700, showing a decrease of 
$285,227,289. The largest decreases in liabil- 
ities are those of time and demand deposits 
with a substantial reduction in bills pay- 
able and rediscounts. Combined capital de- 
creased $13,337,057 to total of $167,184,385. 
Combined surplus decreased $62,585,540 to 
total of $332,357,498. Undivided profits de- 
creased $14,109,000 to total of $37,497,000 
with special reserves amounting to $47,- 
592,000. The number of depositors in state 
institutions showed decrease of 572,359 to 
total of 3,932,632. 


The First National Bank and the Lansdale 
Title & Trust Company of Lansdale, Pa., 
have been consolidated with capital strue- 
ture of $1,405,000. 

Philadelphia bank clearings totaled $1,122,- 
000,000 in February as compared with 
$1,252,000,000 in January and $1,095,000,000 
for February last year. 

William P. Gest, chairman of the Fidelity- 
Philadelphia Trust Company has been elect- 
ed treasurer of the American Philosophical 
Society, succeeding the late Eli Kirk Price. 
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ANNUAL REPORT OF FIDELITY- 
PHILADELPHIA TRUST COMPANY 


At the recent annual meeting of stock- 
holders of the Fidelity-Philadelphia Trust 
Company, the annual report was submitted 
by Chairman of the Board William P. Gest, 
who reviewed a year of active and satisfac- 
tory operations. The company closed the 
year with individual trusts of $995,858,608 
and corporate trusts of $782,484,070. Chair- 
man Gest reported that gross earnings for 
the year were $4,778,373. From this was 
deducted $2,732,427, consisting of operating 
expenses, together with federal, state and 
city taxes. After such deductions, the net 
earnings for the year were $2,045,946. 

The balance of undivided profits on De- 
cember 31, 1931, amounted to $1,392,074, and 
to this, there has been added the above net 
earnings for the year 1932. From the total 
fund of $3,488,020 thus available, there was 
charged during the year $1,608,000 for divi- 
dends and $58,693 in contributions made by 
the company for various public movemeits. 

Continuing the report, Mr. Gest said: 
“After making all of the above payments, 
there remained a balance in undivided profits 
on December 31, 1932, of $1,771,328. To this 
balance there was transferred from surplus 
account the sum of $6,000,000, reducing sur- 
plus from $21,000,000 to $15,000,000. In ad- 
dition, there was transferred from reserve 
against depreciation of securities $2,066,860, 
reducing the reserve against depreciation of 
securities from $5,076,860 as of December 31, 
1931, to $3,010,000. These transfers in- 
creased profit and loss account to $9,838,189. 
From this, there has been charged off or 
written down specific securities and loans 
amounting to $8,820,301, leaving a balance in 
undivided profits account on December 31, 
1932, of $1,017,888. 
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“As a result of the foregoing ‘transactions, 
the investments of your company have been 
written down to such a degree that the book 
values are considerably lower than those 
fixed by the Comptroller of the Currency for 
national banks.” 


NEW DIRECTORS FOR INTEGRITY 
TRUST COMPANY 

At a recent meeting of the board of di- 
rectors of the Integrity Trust Company of 
Philadelphia, five new members were elected 
to the directorate. Walter K. Hardt, presi- 
dent of the Integrity Trust Company, issued 
the following statement: “I am pleased to 
announce the following gentlemen have been 
elected to the board of directors of the In- 
tegrity Trust Company: William P. Gest, 
chairman of the board of the Fidelity-Phila- 
delphia Trust Company; C. S. Newhall, exec- 
utive vice-president of the Pennsylvania 
Company for Insurances on Lives and Grant- 
ing Annuities: Howard A. Loeb, chairman of 
the board of the Tradesmen’s National Bank 
& Trust Company: Charles D. Dickey of 
Drexel & Company, and Evan Randolph, 
vice-president of the Philadelphia National 
Bank. 

These new directors have served as an ad- 
visory committee to the board of directors 
for some time, and will now take an active 
part in the direction of the company’s affairs. 


Stockholders of the Lafayette Trust Com- 
pany of Easton, Pa., have voted to increase 
capital from $250,000 to $500,000. 

J. N. Morrow has been elected vice-presi- 
dent of the Union Trust Company of Waynes- 
burg, Pa. 

Four bills have been passed by the New 
Jersey legislature limiting the present laws 
as to branch banking in that state. 


CONDITION OF PHILADELPHIA TRUST COMPANIES 


Capital 
Fidelity-Philadelphia Trust Co 
Frankford Trust Co 
Germantown Trust 
Girard Trust Co 
Industrial Trust Co 
Integrity Trust 
Liberty Title and Trust 
Ninth Bank and Trust 
North Philadelphia Trust 
Northern Trust 
Penna. Co. for Insurances, etc 
Provident Trust 
Real Estate Land Title and Trust 


Real Estate Trust 3,027, 800 


Surplus and 
Undivided Profits 
Dec. 31, 1932 
$6,700,000 $16,419,888.13 

500 


Deposits 
Dec. 31, 1932 Value Bid 
$84,328, 087. 61 100 320 
6,432,514.61 o Zi 
14,266,788.37 17 
83,739,887.74 76 
9,532,975.69 10 
44,486,039.41 7% 
5,582,239.63 75 
15,808,524.19 9 
4,692,833.92 48 
9,197,870.60 360 
204,000,671.07 34 
31,967,891.75 330 
31,245,914.82 7% 
7,394,418.28 85 


Ask 
340 
24 
20 
79 
14 


1,643,726.02 
3,111,253.19 
10,012,309.27 
2,618,456.78 
9,000,329.76 
1,395,722.30 
2,323,465.07 
1,392,736.81 
3,320,328.02 
18,279,524.64 
13,663,427.00 
13,719,803.33 
2,228,515.72 


Figures furnished by Belzer and Company, members of Philadelphia Stock Exchange. 
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Boston 


Special Correspondence 


NEW ENGLAND CALM IN FACE OF 
NATIONAL BANKING EMERGENCY 

The traditional calm and stoicism of New 
England folk was clearly in evidence 
throughout New England in meeting and 
adapting themselves to the temporary re- 
strictions imposed by the federal and state 
banking moratoriums. On March 138th all 
of Boston’s nineteen national banks and trust 
companies resumed unrestricted functions of 
commercial banking, except for the embar- 
goes on gold withdrawals. Upon the reopen- 
ing of banks and trust companies there were 
heavy deposits of accumulated checks and 
little evidence of withdrawals. Although 
business and industries as well as trade re- 
flected some recession the conditions are very 
much as before the banking holiday, except 
that expectations are raised by the course of 
constructive developments at Washington, 
notably the adoption of President Roosevelt’s 
economy program and promise of balancing 
the federal budget. 

With the spread of banking troubles, origi- 
nating from outside of New England terri- 
tory, prompt action was taken by the legis- 
lators of the various states to clothe the 
state banking officials with large powers to 
deal with emergency situations. The Boston 
Clearing House acted promptly and at no 
time was there any manifestation of trouble 
in this city during the moratorium period or 
subsequent thereto. Even during the height 
of the bank holiday period there was no seri- 
ous inconvenience and demands for cash or 
credit for necessities and wages were satis- 
fied. On March 15th there were 480 out of 
the 617 banks and trust companies, both non- 
member and member banks of the First Fed- 
eral Reserve District, operating on normal 
basis. Savings banks continue under some 
modification as to withdrawals while 227 co- 
operative banks have reopened their doors 
throughout New England. Vermont was the 
only backward state in regard to full re- 
sumption owing to lack of clearing house 
facilities. An emergency bill passed by the 
Massachusetts legislature authorizes the 
Bank Commissioner to appoint conservators 
for trust companies when necessary. 

According to statistics compiled by the 
New England Council the banks of New Eng- 
land have withstood the depression better 
than banks of any other district in the Unit- 
ed States, with proportionately lower per- 
centage of failures and less decline of de- 
posits covering the years 1930 to 1932. 
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Capital fy 
$3,000,000 \" 


Surplus 
$3,500,000 


STATE STREET TRUST 


COMPANY 
BOSTON, MASSACHUSETTS 


Welcomes opportunities to 
be of service to individuals, 
firms or corporations in the 
field of general banking or in 
any recognized trust capacity. 


MEMBER FEDERAL RESERVE SYSTEM 


GROWING PUBLIC APPRECIATION FOR 
RESPONSIBLE TRUST SERVIICE 


Growing public appreciation for respon- 
sible trust service in Massachusetts is re- 
vealed by a comparative study of the trust 
assets of leading trust companies and na- 
tional banks of this commonwealth embrac- 
ing a period of five years since the year of 
1928. During that period there has been 
considerable shifting in the relative posi- 
tions held by trust companies and banks in 
point of volume of business. The Old Col- 
ony Trust Company, including the trust busi- 
ness of the First National and of the former 
American Trust Company, continues to hold 
the lead by a wide margin, not only for the 
state but all New England, with increase of 
trust assets since close of 1928 from $280,- 
589,000 to $392,400,000 at the close of last 
year. The Boston Trust Company is among 
the foremost in percentage of gains during 
the past five years, increasing steadily from 
$153,005,000 in 1928 to $246,730,000 and oc- 
cupying the second position. The New Eng- 
land Trust Company registers an increase 
during the five year period from $106,048,000 
to $126,051,000. 


The State Street Trust Company of Boston 
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LIQUID POSITION OF NATIONAL 
SHAWMUT BANK 

A financial statement rendered by the Na- 
tional Shawmut Bank of Boston prior to the 
declaration of the national banking mora- 
torium, emphasized the strong position of 
that institution. As of February 18, the 
bank reported total resources of $196,229,793. 
Of these resources $109,348,613 are quick as- 
sets, showing a liquid ratio of 97 per cent 
$6,800,000.00 of demand deposits of $112,446,214. The 
$38,500,000.00 ratio of quick assets to total deposits is 
FOUR BRANCHES : $10,438,613 to $155,363,449, or 70 per cent. 


Interest paid on checking accounts 


Under Supervision of Federal Government 


AMERICAN SECURITY 


a °° AND TRUST COMPAN 
Fifteenth and Pennsylvania Avenue 
WASHINGTON, D. C. 


Capital andSurplus - - 
Assets over se 


NEW ENGLAND BREVITIES 

Kenneth F. Caldwell has been appointed 
an additional assistant trust officer by the 
board of directors of the Boston Safe De- 
posit & Trust Company. 

The members of the Maine Bankers Asso- 
ciation have approved a recommendation 
that the Federal Government undertake the 
guarantee of all bank deposits. The vote 
the Union Trust Company of Springfield WS forty to eight in favor of deposit guar- 
with total trust assets of $29,257,000 as com- ntee. 
pared with $24,074,000 five years ago. The R. L. Day & Company have issued a ref- 
next largest is the Worcester Bank & Trust erence book showing bonds legal for savings 
Company registering increase since 1928 and trust funds in Connecticut. 
from $18,186,000 to $27,113,000. Then fol- Plans are being developed for the organi- 
low in order local trust companies, including zation of a new bank in New Haven, Conn., 





has likewise pushed ahead rapidly in volume 
of trust assets, increasing since 1928 from 
$32,467,000 to $55,094,000. The next largest 
in Massachusetts is the Springfield Safe De- 
posit & Trust Company of Springfield, re- 
porting total of $48,437,000 as compared with 
$35,094,000 at close of 1928. Then follows 


the Union Trust Company (formerly Kidder 
Peabody Trust Company) with $11,809,000; 
United States Trust Company with $11,163,- 
000; Harris Forbes Trust with $8,505,000; 
Fiduciary Trust Company $7,939,000 and 
Day Trust Company with $5,162,000. Re- 
ports from the State Banking Department 
give the aggregate trust assets of trust de- 
partments of Massachusetts at $962,000,000. 

Among the national banks of Boston ex- 
ercising trust powers the National Shawmut 
Bank leads with trust funds increasing dur- 
ing the past five years from $10,884,000 to 


to take over the liabilities of the suspended 
National Tradesmen’s Bank & Trust Com- 
pany. 

Charles U. Bay and Samuel P. Senior have 
been elected directors of the First National 
Bank & Trust Company of Bridgeport, Conn. 

William H. Rowley, vice-president of the 
Hartford National Bank & Trust Company 
of Hartford, Conn., recently completed a half 
century of banking experience. 

Charles Francis Adams, Secretary of the 
Navy under President Hoover, has been 
elected president and director of the Union 


$18,680,000. The Merchants National Bank Trust Company of Boston, formerly the Kid- 
shows marked progress with total trust as- der, Peabody Trust Company. William Ho!- 
sets of $14,223,000 as compared with $3,390,- way Hill has been named vice-president and 
000 five years ago. director. 
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Surplus and 
Undivided Profits 
Dec. 31, 1932 
$380,641.84 
3,850,501.19 

299,504.53 
551,374.68 
155,161.33 
2,869,980.69 
5,224,760.37 
3,700,965.67 
227,190.30 
1,435,552.62 


Assets 
Trust Dept. 
Dec. 31, 1932 


$246,730,752.66 
5,162,644.74 
7,939,106.55 
8,505,060.97 
126,151,390.65 
316,336,048.78 
55,094,918.64 
11,809,450.51 
11,163,580.55 


Deposits 
Dec. 31, 1932 
$695,484.59 
25,366,694.69 
7,860,659.09 
605,620.17 
2,236,664.87 
26,056,577.49 
5,756,894.71 
51,682,213.01 
2,598,978.06 
9,710,493.45 


Capital 


Banca Commerciale Italiana. . ..... $750,000 
Boston Safe ~ned and Trust Co........ 2,000,000 
Day Trust Co.. A ceeneenesee meee 
Fiduciary Trust Co.. 500,000 
Harris Forbes Trust Co 500,000 
New England Trust Co 1,000,000 
Old Colony Trust Co 5,000,000 
State Street Trust Co 3,000,000 
Union Trust Co 500,000 
United States Trust Co 1,400,000 
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Special Correspondence 


BANK REOPENINGS STIMULATE 
BUSINESS IN MIDDLE WEST 


Chicago banks and depositors accepted the 
restrictions and temporary inconveniences 
caused by a nine-day holiday with calm phi- 
losophy. There was none of the restiveness 
experienced in June last year when a number 
of neighborhood banks succumbed to the 
pressure of deflation and frozen assets. On 
March 138 thirty-four Chicago banks and 
trust companies, representing more than 97 
per cent of the total banking resources of 
the city, reopened in accordance with au- 
thorizations made by the Secretary of the 
Treasury and the State Auditor. The first 
day of resumption witnessed a flow of from 
$65,000,000 to $70,000,000 deposits. Hoarded 
gold to the tune of $40,000,000 was taken in 
by the Federal Reserve Bank during the first 
two days following promulgation of orders 
from Washington as to hoarding of gold and 
gold certificates. Opening of the. security 
market and the Board of Trade likewise was 
accompanied by vigorous trading and well 
sustained quotations. 

One of the immediate consequences of the 
bank moratorium was a rush on the part of 
non-member state banks and trust companies 
to avail themselves of the facilities of mem- 
bership in the Federal Reserve System. 
Among these applicants were the Amalga- 
mated Trust & Savings Bank, Chicago City 
Bank & Trust Company, Lake View Trust 
& Savings Bank, Merchandise Bank & Trust 
Company, Upper Avenue Bank and Mid City 
Trust & Savings Bank, 

Reports from the middle western area af- 
ford assurance of paid return to normal 
banking. Figures issued by the Federal Re- 
serve Bank on March 16th showed that there 
were 1,235 banks operating in the Chicago 
Federal Reserve district on an unrestricted 
basis. Another significant development is 
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that trade both in this city and in the larger 
cities of the middle west is registering ac- 
tivities which give evidence of definite re- 
covery. 


REORGANIZATION OF CLOSED BANKS 


State Auditor Edward J. Barrell of IIli- 
nois comments upon the commendable spirit 
of cooperation shown in many communities 
in Illinois on the part of depositors in help- 
ing to reorganize closed or suspended banks. 
He says: “The spirit of cooperation in prac- 
tically every community in Illinois where a 
bank has been closed is remarkable. After 


all there seems to be a realization upon the 
part of the depositors that owing to the gen- 
eral breakdown in commodity prices a cer- 
tain depreciation has appeared in the assets 


of the bank. This may be termed deprecia- 
tion or fluctuation and in order to remove 
this unknown quantity from the assets of 
the bank the depositors have voluntarily 
waived a certain portion of their deposits, 
against which is placed the assets removed 
from the bank and as, and when, collections 
are accomplished the depositors are repaid. 
The amount not waived is cared for by the 
bank under the usual conditions.” 


Howard P. Preston has been appointed 
deputy governor of the Federal Reserve Bank 
of Chicago, resigning as manager of the Chi- 
eago agency of the Reconstruction Finance 
Corporation. 


The City National Bank & Trust Company 
of Chicago has qualified under the provi- 
sions of the law to engage in trust business 
in Ohio. 


The Northwest Bancorporation, with head- 
quarters at Minneapolis, announces that all 
but one of the 126 banks and trust companies 
associated with the organization, are operat- 
ing on a normal. basis, serving 115 towns 
and cities in eight states. ' 
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GROWTH OF TRUST ASSETS IN ILLINOIS 


To paraphrase Tennyson’s well known 
rhyme, “Depressions may come and depres- 
sions may go, but trust business goes on 
forever.” That aptly summarizes the situ- 
ation as to the progress and uninterrupted 
growth of trust business in Illinois. The 
simile applies also to bank failures and al- 
though Illinois has had its own large crop 
of bank fatalities; such mishaps have had 
no appreciable effect on the aggregate of 
trust assets held by the trust companies and 
banks of this state. This record applies es- 
pecially to Chicago where the great bulk of 
trust operations is centered. And while the 
long list of bank failures may entail some 
delay or even litigation where trust depart- 
ment assets were involved there is no offi- 
cial record of any genuine loss to benetici- 
aries or trust clients, aside from unavoidable 
shrinkage of estate and property values. 

The latest summary of the total trust busi- 
ness in the hands of all trust companies and 
banks in Illinois, embracing institutions un- 
der state and federal charter, reveals an im- 
pressive aggregate of $5,304,853,567. This 
covers individual ttrust assets and does not 
take account of corporate trusts. This tota! 
represents a substantial increase during the 
year 1932 and a net increase of trust busi- 
ness under administration of $158,000,600 
within the past two years. 

It is worthy of comment that while the 
aggregate of banking power of Chicago and 
Illinois has registered severe’ shrinkage 
during the past year, that trust assets ex- 
ceed the total of banking resources by a 
wide margin. It is proof of the rising tide 
of public favor and confidence in confiding 
property, estates and investments to the cus- 
tody of corporate fiduciaries. In Chicago 
and especially among the big “Loop” insti- 
tutions the trust department activities have 
proven what might be termed “life savers” 
from the standpoint of contributing to earn- 
ings and bridging gaps caused by impair- 
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ment or earnings and “charge offs” in the 
banking departments. 

There are in Illinois a total of 258 banks 
and trust companies actively engaged in 
trust business, of which 165 are state banks 
and trust companies, and 93 national banks. 
The state banks and trust companies have 
command of $2,912,895,139 of combined trust 
business and the trust departments of na- 
tional banks account for $2,391,958,427. The 
conversion of the Continental Illinois Na- 
tional Bank & Trust Company ‘to national 
charter was responsible for the shifting of 
perhaps more than a billion of trust assets 
from the state to the national alignment. 

The summary shows that trusteeships un- 
der deed of trust contribute $1,011,038,259 
to the total and trusteeships under wills 
$563,188,212. Liabilities depositories 
amounts to $1,200,619,442; escrows $53,608,- 
585; custodianships $288,465,698;  trustee- 
ships under agreement $801,027,580 and ex- 
ecutorships $127,086,669. The various types 
of trust represent a total of $87,945 accounts. 


as 


CONTINENTAL ILLINOIS COMPANY 

The Continental Illinois Company affiliate 
of the Continental Illinois National Bank & 
Trust Company of Chicago will present no 
problem in connection with current proposals 
relating to separation of commercial bank- 
ing and security affiliates, it is stated. The 
Continental Illinois Company has devoted it- 
self exclusively to the handling of Govern- 
ment securities in the past year. It has 
holdings now only of cash and U. S. Govern- 
ments to the extent of its $2,500,000 capitali- 
zation, of which over $2,000,000 is in cash. 
It also holds 1,000,000 shares of the Chicago 
Corporation, formerly Continental Chicago 
Corporation, marked down to $1. 


Directors of the Northern Trust Company 
and the Harris Trust & Savings Bank of Chi- 
cago have voted regular dividends for the 
first quarter of the current year. 








CONDITION OF CHICAGO TRUST COMPANIES 


Surplus and 


Capital 


Boulevard Bridge Bank $500,000 

City National Bank and Trust Co.. 4,000,000 

Continental Illinois National Bank 
and Trust Co 

Drovers Trust 

First National Bank 


350,000 
25,000,000 


Mercantile Trust 
Northern Trust 


Undivided Profits 
Dec. 31, 1932 


28,741,809 
35,492,294 


Book 
Value 
225 


125 


Deposits 
Dec. 31, 1932 
$9,599,966 

80,442,535 


673,123,603 
4,345,797 
616,799,205 
110,045,737 
7,185,586 
144,340,626 


$623,452 
1,000,000 


138 
298 
256 
230 
151 
374 


694,534 


7,816,522 
308,030 
8,249,607 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 
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St. Louis 


Special Correspondence 
ST. LOUIS CHEERED BY “NEW DEAL” 
FROM WASHINGTON 

The state and federal banking moratoriums 
caused no serious mishap or inconvenience 
in St. Louis. On March 13th, eighteen Re- 
serve member banks and two state banks 
resumed business with deposits exceeding 
withdrawals. Throughout the eighth and 
tenth Federal Reserve districts the banking 
machinery has regained its normal functions. 
In the St. Louis Reserve district 222 of a 
total of 254 member banks reopened on 
Mareh 15 and 720 of a total of 800 non- 
member banks followed suit. In the Tenth 
Federal Reserve district with Kansas City 
as headquarters a total of 2,488 banks were 
opened March 15 without restrictions, 229 
under restrictions and 134 remained closed. 

St. Louis banks and trust companies were 
prepared to meet all requirements at the 
close of the banking moratorium. There 
was no sign of trouble in this city at any 
time. Public sentiment was cheerful through- 
out, buoyed by a revived confidence imparted 
by President Roosevelt’s inaugural speech 
and constructive measures adopted by Con- 
The near approach of legalized beer 
was an important factor, inasmuch as St. 
Louis hopes to regain its old-time prestige in 
the manufacture of this beverage, giving en- 
ployment to thousands. 


gress, 


The Webster Groves Trust Company of 
Webster Groves, Mo., has absorbed the Old 
Orchard State Bank. 

Horace S. Rumsey has been elected a di- 
rector of the Mississippi Valley Trust Com- 
pany of St. Louis, succeeding T. S. Maffitt, 
retired. Mr. Rumsey is a brother of L. M. 
Rumsey, Jr., vice-president of the Mississippi 
Valley Trust Company. 

William A. Mays, manager of the real es- 
tate department of the Continental Life In- 
surance Company, has been elected president 
of the Wellston Trust Co. of Wellston, Mo. 

The Department of Agriculture estimates 
that the general reduction in total acreage of 
crops to be harvested in 1933 will be at least 
3 per cent under last year’s total, equivalent 
to 9,000,000 acres. 

Four banking institutions have been con- 
solidated in Kansas City, Mo., under the title 
of Mercantile Home Bank & Trust Company 
with assets of approximately five and a half 
million dollars. The merging institutions 
are: Mereantile Trust Company, Home Trust 
Company, Main Street Bank and Sterling 
Bank. Samuel W. Woodson is president. 
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“TRUST SERVICE 
EXCLUSIVELY™ 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 

sits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 
ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated wth First National Bank 








SEVENTY-FIVE YEARS OF BANKING 
IN ST. LOUIS 

The Mercantile-Commerce Bank & Trust 
Company of St. Louis is entitled this year to 
mark the seventy-fifth year of the corporate 
existence of one of its component organiza- 
tions. It means that the Mercantile-Com- 
merece carries on and preserves traditions 
and contacts over a period of seventy-five 
years. The old National Bank of Commerce, 
which was merged some years ago with the 
Mercantile Trust Company, had its begin- 
nings in the late fifties of the last century. 
The present unit therefore not only has kept 
at the head of the procession in providing 
St. Louis with an institution not only keep- 
ing pace but several steps ahead of modern 
requirements of service but has also main- 
tained some of the finest traditions of St. 
Louis since the pioneer days and succeeding 
years of development. 


Dr. W. F. Gephart, vice-president of the 
First National Bank, St. Louis, has been 
reappointed chairman of the executive com- 
mittee of the foreign trade bureau of the 
St. Louis Chamber of Commerce. 

City Bank & Trust Company of Kansas 
City, Mo, has taken over the Broadway Bank. 
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BRANCH BANKING MOVE DEFEATED 


Missouri has been one of the strongholds 
of the “die hard” antibranch bankers for 
many years. Several attempts have been 
made to secure some moderate validation of 
branch banking. The resistance continued 
adamant from the independent and small 
town bankers. Lately, however, and influ- 
enced by the financial storms of the depres- 
sion and historical runs which put many of 
the smaller banks out of the going, it ap- 
peared that the anti-branch banking element 
had lost caste and that the generai public 
has revised its ideas as to the relative values 
of branch systems conducted by larger bank- 
ers and trust companies. 

Notwithstanding the appreciable change in 
sentiment, the lessons to be derived from ex- 
periences of the past few years and especially 
the overhanging threat from Washington of 
expanding branch banking authority for na- 
tional banks, Missouri continues in the anti 
class so far as state legislation is concerned. 
This was brought out at a recent hearing 
before the Senate committee on banks and 
banking at Jefferson City, where the organ- 
ized opponents of branch banking were suc- 
cessful in barring the progress of « limited 
branch banking bill in committee. The meas- 
ure was drafted, in response to banking sen- 
timent in some of the larger cities, by former 
Judge Goodrich, vice-president and general 
counsel of the Commerce Trust Company of 
Kansas City. Arguments were presented to 
the effect that many of the fatalities among 
banks in the state and such unwarranted 
runs as recently experienced among smaller 
outlying banks of St. Louis, would have been 
prevented with the introduction of branch 
banking. The organized opposition to the 
bill, however, triumphed. 
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RESULTS FROM QUESTIONNAIRE AS TO 
BANK LOANS 

Valuable information has been obtained by 
means of questionnaires conducted for sev- 
eral months by the Committee on Better 
Banking of the Missouri Bankers Associa- 
tion. The subject of the inquiry related spe- 
cifically to types and percentages of loans 
in the portfolios of member banks and trust 
companies of the association. A supplemen- 
tary questionnaire related to comparative 
liquidation experience as to the different 
types of loans. The replies not only enabled 
bankers to contrast their own loaning poli- 
cies and experience with that of other in- 
stitutions, but to arrive at definite conclu- 
sions as to wise practice, 

As to percentage of total deposits invested 
in local loans the replies indicated average 
of 71.18 per cent in local loans and of 78.89 
computed on time deposits. Interesting re- 
plies came in as to percentages of loans in- 
vested in real estate loans, farm mortgages, 
live stock loans, chattel and crop loans, capi- 
tal and collateral loans. Replies showed ay- 
erage of real estate loans, other than farm 
loans, of 11.80 per cent; 15.01 per cent on 
farm mortgages; 15.04 live stock loans; 9.78 
on chattel and crop loans; 12.31 on capital 
loans; 22.89 in collateral loans. Further in- 
formation related to average length of time 
on different types of loans and liquidation 
experience in various classes of loans. 

Information of this character goes to the 
heart of the problem of better banking and 
the Missouri Bankers Association has ex- 
tended its usefulness in a practical way by 
making such data available. 


Plans are being considered for reorganiza- 
tion of the Laclede Trust Company of St. 
Louis which was closed January 6th. 








Lafayette-South Side Bank & Trust Co............ 
Mercantile-Commerce Bank & Trust Co............ 
Mississippi Valley Trust Co....... Ba yr ree 
St. Louis Union Trust Co............ Salaare a Warne ane 


*Accepts no deposits. 


American Security & Trust Co......... 
TT ee. A eer ree 
National Savings & Trust Co....... 
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Washington Loan & Trust Co..... 


Figures furnished byThe Washington Loan & Trust Co Licensed for all normal functions, no stock quotations. 


CONDITION OF ST. LOUIS TRUST COMPANIES 


Surplus and , 
Capital Undivided Profits, Deposits, 
Dee. 31, 1932 Dee. 31, 1932 
. -$2,150,000 $ 880,421.16 $19,.251,814.90 
- 10,000,000 6,095,783.90 101,834,616.91 
. - 6,000,000 3,047 ,294.77 67,674,715.47 
.. 5,000,000 4000,00000  sesvecccses * 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Surplus and 


Undivided Profits Deposits 


Capital Dec. 31, 1932 Dec. 31, 1932 

... $3,400,000 $3,806,255.61 $31,780,002.64 
. 2,000,000 1,536,763.03 4,799,668.93 
.. 1,000,000 2,788,889.37 16,151,390.05 
.. 2,000,000 1,142,409.58 9,236,348.27 
.. 1,000,000 2,531,755.10 16,301,046.32 
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Cleveland 


Special Correspondence 


REORGANIZATION PLANS FOR UNION 
TRUST COMPANY AND GUARDIAN 
TRUST COMPANY OF CLEVELAND 
The banking situation in Cleveland and 

other larger Ohio cities is developing new 
strength after having been subjected to tre- 
mendous pressure, not primarily attributable 
to any weakness of management, but because 
of raids upon reserves and resources pro- 
duced by the nearby banking troubles origi- 
nating in Detroit and Michigan. The decla- 
ration of a banking holiday by Michigan 
concentrated extraordinary demands upon 
the larger banks and trust companies, espe- 
cially of Cleveland, which endeavored to 
function normally despite the demands cre- 
ated by the Michigan banking embargo. 

The fact that two such important institu- 
tions in Cleveland, such as the Union Trust 
Company and the Guardian Trust Company 
are in process of reorganization is no reflec- 
tion upon the managements or position of 
these two companies. They were exposed to 
demands outside of the normal requirements 
of the community which the most liquid of 
banks probably could not weather and which 
justified more liberal aid from the Recon- 
struction Finance Corporation. 

The latest developments evidence reorgan- 
ization of the Union Trust Company and the 
Guardian Trust Company under national 
charter. Plans are under consideration for 
the reorganization of the Union Trust Com- 
pany as a national bank with a loan from 
the R. F. C.: the freeing of a percentage of 
deposits and gradual liquidation of frozen 
The proposed bank, it is stated, will 
have capital of $15,000,000 to $20,000,000 
With assets of $80,000,000 compared with 
$22,850,000 capital and $253,276,000 assets re- 
ported by the Union Trust Company at the 
close of last year. The plan also calls for 
changes in executive personnel. 

Harold H. Burton, former acting Mayor 
and law director of Cleveland, has been 
elected president of the Guardian Trust 
Company and chairman of a committee of six 
prominent men which will direct reorganiza- 
tion under a national charter. To facilitate 
reorganization J. Arthur House, who has 
been president of the Guardian Trust Com- 
pany for sixteen years, voluntarily  relin- 
quished his office. H. P. MeIntosh, chair- 
man of the board, remains in that position 
and it is understood that Harry C. Robin- 
son will also continue as vice-president in 
the reorganized bank. The reorganization 


assets. 
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committee consists of the following: Harold 
H. Burton, chairman, representing the in- 
terests of the community and the depositors; 
Randolph Eide, president of the Ohio Bell 
Telephone Company, and Warren Bicknell, 
chairman of the board of the Lundoff-Bick- 
nell Company, both representing the direc- 
tors; Eben G. Crawford, vice-president and 
secretary of the Cleveland Electric Illumi- 
nating Company, and Alexander F. Whitney, 
president of the Brotherhood of Railroad 
Trainmen, representing the depositors; Har- 
vey H. Brown, Jr., vice-president of the 
Stewart Furnace Company, representing the 
stockholders, 

It is of importance to state that the trust 
business of both the Union Trust Company 
and Guardian Trust Company has not been 
adversely affected by recent developments 
and that trust departments will either be 
continued as departments of the proposed 
new banks or set up as entirely separate 
corporations, having common directors but 
separate staffs of executive officers and em- 
ployees. Trust department assets of both 
companies have been kept intact and fiduci- 
ary obligations are being duly met. 


OHIO BREVITIES 

Among the banks of Cleveland which re- 
sumed normal banking functions with the 
ending of the national moratorium are the 
Cleveland Trust Company, Central United 
National Bank, National City Bank and So- 
ciety for Savings. 

B. M. Solomon has been elected vice-presi- 
dent and trust officer of the Union National 
Bank of Fostoria. Ohio, 

Governor White of Ohio has sent a mes- 
sage to the legislature calling for an emer- 
gency enactment creating a non-salaried ad- 
visory board to counsel with the Governor 
and the State Banking Department in mat- 
ters of bank reorganization and liquidation 
of closed banks. 

Lewis B. Williams has been appointed 
Federal Reserve Agent for the Federal Re- 
serve Bank of Cleveland. 

John M. Meeler has been elected president 
of the First National Bank & Trust Com- 
pany of Hamilton, O. 

J. B. Root has been elected president of 
the Geo. D. Harter Bank of Canton, O., suc- 
ceeding H. R. Jones. 

The State Tax Commission of Ohio has 
ruled that postal savings banks in the hands 
of individuals are subject to state taxation. 

Cheney E. Burnham and J. E. Stevenson 
have been elected vice-presidents of the 
Huntington National Bank of Columbus, O. 
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Los Angeles 


Special Correspondence 
EARTHQUAKES AND BANK HOLIDAYS 


Los Angeles is deserving of a new slogan 
—*“Los Angeles, the Undaunted.’ While the 
nation was privileged to share in a common 
“banking holiday,” Los Angeles was exclu- 
sively treated to a superimposed jolt of agi- 
tated natural elements. The earthquake, 
although leaving a tragic trail of fatalities, 
had the psychological effect of diverting the 
public mind of this city and the quake zone, 
completely from problems of currency short- 
age and enforced suspension of banking ac- 
commodation. Incidentally, it gave employ- 
ment to thousands of idle. With the re- 
opening of banks a few days after the earth- 
quake there appeared a new spirit of quiet 
resolution and courage. Although deeply 
touched by the loss of life and destruction of 
property, there is also concern that the coun- 
try at large is apt to magnify the situation 
because of exaggerated reports and which 
may influence faint-hearted who have cher- 
ished southern California as a place of resi- 
dence or healthful sojourn. This feeling is 
justified because the experience is the first 
of its kind in this district since 1912 and 
the loss of life is hardly above the toll of 
deaths from automobile accidents on any 
pleasant week-end. Furthermore, the facts 
are that not a single building of modern or 
reasonably sound construction collapsed, and 
deaths resulted mainly among the _ panic- 
stricken. 

Typical of the spirit with which Los An- 
geles met the two-fold visitation of a bank- 
ing moratorium and earthquake may be gath- 
ered from the text of an advertisement 
broadcast by the Security-First National 
Bank of Los Angeles: 

“Security-First National Bank, largest 
bank of southern California. is open with 
the end of the limitations imposed by the 
state and national ‘holidays. Business goes 
on as usual in every office, branch and de- 
partment with every banking service, This 
includes all branches in the areas affected by 
earthquake. 

“First reports of loss of life and damage 
to property were greatly exaggerated. A 
rapid restoration is under way. Unemploy- 
ment is being relieved. Commerce and _ in- 
dustry are carrying on without interruption.” 


ESCROW BUSINESS 
The Security-First National Bank of Los 
Angeles conducts perhaps the largest volume 
of escrow transactions of any bank or trust 
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company in the United States. Commenting 
upon this phase of activities the house organ 
of the Security-First National has the fol- 
lowing comment: “In real estate activity, 
Los Angeles is one of the leaders in the 
nation and in eastern cities escrow transac- 
tions are in other hands. Even if we are not 
the largest agency, it is doubtful if escrow 
service has been developed as a banking 
function in any city to the extent it has 
with us. We operate our own escrow school. 
We maintain at the head office a highly com- 
petent group of advisers who are familiar 
with the principles of the ‘business as ap- 
plied both to the ordinary and the exceptional 
transactions. We have a staff of escrow 
clerks meeting the public across our counters 
whose experience, accuracy and understand- 
ing of escrow matters are not equaled in our 
territory and very likely are not excelled 
outside of it. These factors, together with 
the convenient locations of our branches and 
the financial responsibility of our bank, have 
combined to give us an escrow business that 
has won the deep appreciation of the public 
it serves.” 


LOS ANGELES BREVITIES 

Frank L. Beach has been appointed per- 
sonnel manager of the Citizens National 
Trust & Savings Bank of Los Angeles. Mr. 
3each was formerly associated with Bur- 
roughs, Ine. Miss Mildred D. Roberts was 
recently appointed an assistant cashier of 
the Citizens. 


School savings deposits in Los Angeles are 


increasing steadily. Such deposits amounted 
at the end of last year to $1,601,952 with 
70,456 accounts and showing gain during 
1932 of $27,911. 

In Los Angeles banking and legal circles 
there is profound sorrow over the recent 
death of Jackson A. Graves, who was asso- 
ciated for over forty years with the Farmers 
& Merchants National Bank, advancing 
through various offices to chairman of the 
board. He was author of several notable 
books on economie and banking subjects. 

“Joint Tenancy” is the subject of a new 
booklet shortly to be distributed by the Se- 
curity-First National Bank of Los Angeles. 
“Women’s Property Rights’ is the text of 
another booklet recently put out of the trust 
department of the bank. 

The California Bank of Los Angeles, with 
capital of $5,000,000 was recently admitted 
to membership in the Federal Reserve Sys- 
tem. 
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San Francisco 


Special Correspondence 
REACTIONS FROM BANKING HOLIDAY 


The national banking moratorium and the 
events immediately preceding and following 
that event, served to reaffirm the sound and 
firmly-entrenched character of the general 
banking structure in California and particu- 
larly in this city and Los Angeles. The com- 
placency and confidence which the people of 
California have entertained toward their 
banks and trust companies throughout this 
depression, has not been jarred, but on the 
contrary has been heightened by the recent 
course of events. This faith has rested upon 
the fact that while banks have been crash- 
ing in the Middle West and in some parts of 
the Atlantic Coast states, California has been 
remarkably immune to fatalities of this kind. 
The only real symptoms of uneasiness came 
when a bank in Sacramento yielded up the 
ghost and followed by several smaller insti- 
tutions of Sacramento Valley. It was not 
this situation but rather influences from be- 
yond the state borders and the authoriza- 
tion of state holidays in other parts of the 
country that led to a moratorium in this a 
few days before President Roosevelt’s edict. 

It is interesting to note that the decision 
of the Governor of California to suspend 
banking operations was vigorously resisted 
by the stronger banks of this state, including 
the large branch organizations. There was 
a strong plea for restrictions adjusted to the 
respective institutions or groups rather than 
placing all banks under an arbitrary ruling. 
However, the banking holiday is over and 
California banking machinery is running 
with ease and facility in meeting all reason- 
able demands, Money is flowing back into 
the banks, there is a speeding up of business 
encouraged by the constructive program of 
legislation initiated by the new President at 
Washington and relatively few banks are 
under the ban of restrictions imposed by the 
federal or state governments. In San Fran- 
cisco deposits are increasing and the prevail- 
ing sentiment is one of new-born optimism. 


“OPEN SEASON” FOR PROPOSED 
BANKING LEGISLATION 
Although California has reason to pride 
itself upon one of the best banking law codes 
in the United States, it is not immune to the 


zeal of legislators who seek the limelight 
with pet schemes for new banking laws. The 
legislature is flooded with bills dealing with 
a variety of restrictions and innovations. The 
assembly committee is confronted with two 
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bills, each calling for the adoption of a 
$10,000,000 deposit guarantee fund. One 
plan provides for a bond issue to establish 
a $10,000,000 deposit insurance fund, such 
bonds to be covered by creation of a sinking 
fund and assessment of one mill on each 
dollar of deposit. The second bill would set 
up a fund of $10,000,000 based on assess- 
ments on bank deposits. 

Other pending bills provide that no bank 
shall be hereafter authorized to form more 
than two branches within the state; giving 
receivers of closed banks authority to bor- 
row from the Reconstruction Finance Cor- 
poration; reducing the salary of the State 
Banking Superintendent from $10,000 to 
$6,000 annually; limiting charge on checking 
accounts of less than $100 to 25 cents a 
month; divorcing commercial banking from 
savings and other functions and restricting 
rates on building and loan investments. 


CALIFORNIA BANKERS FAVOR HOME 
PRODUCTION 

The movement of fostering purchase of 
home products ‘by Americans is receiving ex- 
ceptional encouragement in California. Fol- 
lowing are some of the comments of Cali- 
fornia banks as to the “Buy American” move- 
ment. Says Will F. Morrish, president of the 
Bank of America: “Every American should 
get back of this campaign.” F. L. Lipman, 
president of the Wells Fargo Bank & Union 
Trust Company of San Francisco, is quoted: 
“It is important for Americans to give pref- 
erence to American goods.” William H. 
Crocker, president of the Crocker First Na- 
tional Bank, states: “We should protect our- 
selves as regards purchase of home products 
because the British and other nations are 
doing it.” 

The San Francisco Clearing House reports 
clearings for the last year of $5,053,860,000 
as compared with $7,142,159,000 during the 
previous year. 

The Bank of America of California is the 
fourth largest bank in the United States 
with deposits of $749,658,000, preceded only 
by the Chase National, City National and 
Guaranty Trust of New York. 

The Bank of America recently obtained by 
purchase the Oakland Bank of Oakland, Cal. 

Col. R. M. Sims, vice-president of the 
American Trust Company of San Francisco, 
was the guest of honor at a recent monthly 
meeting of the Associated Trust Companies 
of Central California, as a tribute to his 
presidency of the Trust Division of the 
American Bankers Association. 
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OPERATION OF MEMORIAL FUND 

Terms of the will of Miss Harriett E. 
Whirlow, recently probated in Alameda 
County, Cal., attests to the useful operation 
of the so-called “Virginia Scatena Memorial 
Fund for San Francisco School Teachers.” 
This fund was created in 1925 by A. P. Gian- 
nini, chairman of the board of the Bank of 
America, in honor of his mother. Income 
from this fund has been wholly devoted to 
aiding school teachers and has rendered 
timely and discriminating assistance. As a 
side-light on the good accomplished by this 
fund the will of Miss Whirlow contains a 
provision for setting aside the sum of $250 
to be given the memorial fund in grateful 
appreciation for timely aid received from 
this fund by the testatrix. 


The Oregon legislature has enacted a 
statewide branch banking bill. It permits 
all national and state banks with capital of 
$1,000,000 or over to enter into statewide 
branch banking. 


Frank W. Youmans has been elected presi- 
dent of the Arkansas Valley Trust Company 
at Fort Smith, Ark., successor to the late 
Thomas L. Daily. 
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Southward via MUNSON 


to Summer Sunshine 
* 


NASSAU, MIAMI, 
HAVANA CRUISES 


$115. — 127/, days 


See 3 of the world’s most fascinating ports. Spend 
3 days in Nassau, Britain’s Isle of June, where 
you enjoy swimming from delightful Paradise 
Beach, 2 days in Miami, 2! days in beautiful 
Havana. The steamer is your hotel. Sightseeing 
trips at each port. Or you can take the steamer 
round-trip to Nassau only and stay 7 days 
at the Royal Victoria Hotel (American Plan) 
$115, all expenses included. 


Fortnightly sailings on Friday for the Nassau- 
Miami-Havana cruise and for Nassau on the 
splendid cruise ship S. S. Munargo. Steamers 
go direct to dock at all ports. 


NASSAU 


1234, days — $115. 


Including steamer round-trip from New York 
and 7 days at the delightful Royal Victoria Hotel 
(American Plan). Enjoy the glorious sunshine 
and perfect climate of this sub-tropical Island, 
where the average temperature is 70 degrees. 
Every summer sport, including swimming from 
wonderful Paradise Beach. 
New Radio Telephone Service permits keeping in 
close touch with business or home. 
Fortnightly 


SOUTH AMERICA. sailings on 


21,000 ton liners with calls at Rio de Janeiro, 
Santos, Montevideo, Buenos Aires. All rooms 


are large, airy and outside. 
Regular sailings on fast 


BERMUDA. 21,000 ton liners. All ex- 


ceptionally steady because of their special con- 
struction. All airy, outside rooms. Round Trip 
$50.00. 

Special arrangements available for large parties 

or Conventions. 
All sailings from Pier 64 North River, New York. 
For further information see Local Tourist Agent 
or write 


MUNSON S. S. LINES 


67 Wall Street NEW YORK, N. Y. 
Bowling Green 9-3300 


All Expense 


Tours 





